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President’s Message

The highlight of 2007, and a major milestone for the Red Chris project, was the drill hole intersection
which graded 1.91% copper and 1.26 g/t gold from surface to a depth of 1084 metres. This is one of the
most remarkable intersections drilled in British Columbia, and the best hole drilled in Imperial’s history.

The results of the 2007 d-ill program confirmed the Red Chris copper-
gold deposit is much larger than the 2004 measured and indicated
resource of 446 million tonne estimate grading 0.36% copper and
0.29% g/t gold. Further work to establish the full size and extent of the
Aed Chris orebody and the amenability of the deeper portions to bulk
underground mining techniques will ke undertaken. Plans for 2008
include construction of an exploration trail into the sita so follow up
drilling can be conducted without helicopter support.

The key factors impactin] the mine development at Red Chris are the
construction of a power .ine 1o supply grid power to northwest British
Columbia, and resolution of the challenge to the screening report issued
in connection with the Federal environmental assessment reviaw.

The Canadian Environmental Assessment Act screening report challengs
that is under appeal does not affect the Provincial Environmental
Certificate issuad for Red Chris. We expect the challenge to the Federal
environmental assessme  of Red Chris will be resolved by the end

of 2009, either by comptetion of 8 comprehensive study or by judicial
confirmation of the right of Federal responsible authorities to assess
projects such as Red Chr s by way of a screening report.

As for grid power to the northwest sectar of the Province, in October
2007 the Government of British Columbia anngunced it would build

a power line from Meziadin to Bob Quinp and upgrade the existing
power line from Terrace t Meziadin. Subsequently in November 2007
tha Government placed the power line project on hold. Imperial is part
of a coalition comprised of mukipte stakehalders including municipalities,
First Nations, mining and mineral exploration companies, independent
power producers, supplie-s, contractors, engineering firms, ransporta-
tion firms and other indep 2ndent business enterprises, that believes

it can demonstrate to the 2rovince the necessity of continuing work

on tha power line based on the ¢combined potantial of projects, both
power consuming and porver producing, in the northwest sector of
British Columbia.

At the Sterling gold project. a 3,352 foot underground ramp was completed
to advance exploration efforts and gain access to the 200,000 tonne
resource grading 7.41 git cold in the 144 zone. The ramp intersected
mineralized breccias, east of a latite dike forming the eastern boundary
of tha 144 zone, which hode:s well for expansion of this zone. Underground
diamond drifling is underway to further define and expand the known
144 z20ne gold resource,

Mount Polley mine produc:ion of 51 million pounds copper was lower
than forecast as the Wight pit ore ¢ould not be delivered in the quantities
budgeted. Highwsll remediation work in the Wight pit interfered with
the production schedule and also added costs, with the hiring of 8

contractor to assist in sripping and to unload the westemn highwall of
the Wight pit. The contract equipment was demobilized st the end of
February 2008 following completion of this work,

Stripping in the Springer pit is well advanced, with more than B million
tonnes removed 1o date. The Springer pit will be the major source of ore
when the Wight and Bell pits have been exhausted. A large resource of
copper mineralization beneath the Wight pit has been outlined. it will be
investigated as a potential underground operation upan complation of
the open pit.

Exploration drilling at Mount Palley in 2007 tested eight zones on the
property and provided further encouraging resuhs, Drilling included

121 diamand drifl holes totaking 39,503 metres compared to 123 digmond
drill hotes totaling 26,240 metres in 2008. The highlights of this drilling
include expansion and delineation of mineralization at the Pond zone,
C2 zone and in particular, the Springer zone. The drilling intarsected
significant intercepts to the north and northwest of the planned Springer
pit. The biggest step out in this area is hole JZ07-02, collared 650 metras
northwast of the planned pit final design, which returned 165.0 metres
grading 0.38% copper and 0.20 g/t gald.

Mill tead st Huckleberry is now sourced exclusively from the Main Zone
Extension pit. This pit will extend mine life to the year 2010 but annual
production will be reduced as the copper grade there is approximately
0.35% compared to historic grades of nearly 0.5%.

Production costs at both Mount Palley and Huckleberry continue

to increase with labour, tuel, and virtually all other costs rising. Alse,
the Canadian dolar continues to gain against its US counterpent with
negative impact on operating margins. Balancing these factors, metal
prices hava remained high on continued strong demand and less than
enticipated supply. At the current prices, we expect Huckleberry and
Mount Polley te continue providing positive cash flow to fund our
growth.

We thank all those involved in our activities for their support, and
we look forward to working with our employees and stakeholders to
continua growing our corporation.

J. Brian Kynoch
President
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Management's Discussion and Analysis

FORWARD LOOKING STATEMENTS

This Management Discussion and Analysis is a review of the Company’s operations, financial position and plans for the future based on facts and
circumstances as of March 13, 2008. Except for statemants of fact relating to the Company, certain information contained herein constitutes forward
looking statements. Forward looking statements are based on the opinions, ptans and estimates of menagement gt the date the statements are made
and are subject to a variety of risks, uncertainties and other factors that could cause tha actual results to differ materially from those projected by such
statements. The primary risk factors affecting the Company are discussed further under the heading “Risk Factors™ balow. The Company undertakes no
obligation to update forward looking statements if circumstances or management's estimates, plans or opinions should change. The reader is cautioned
not to place undue reliance on forward looking statements.

OVERVIEW

Effective January 1, 2007 Imperial regained joint control of Huckleberry and therefora in acrordance with generally accepted accounting principles the
Company accounts for Huckleberry on the praportionate cansolidation basis commencing January 1, 2007. Revenues from Huckleberry are comparahle
1o those at Mount Polley and therefore this changs in accounting will increase the income statement line items by a significant smount as imgerial has a
50% interest in Hucktebarry. This approximation is based on the assumption of equa! shipments of concentrate per year, however actual results will vary
by mine due ta shipping schedules, Revenue recognition coincides with concentrate title transfer, which usually takes place upon shipment to smalter,

Revenues were $265.0 million in 2007 comparad to $211.4 million in the 2006. The increase reflacts the inclusion of Huckleberry offset by lower revenue
from Mount Polley. Although the copper price per pound averaged higher in US Dollars in 2007 comparad to 2006 this increase was offset by the decline in
the average US DoNar/CON Doller exchange rate aver the same period. In CON Dollar terms the average copper price in 2007 was within 1% of tha 2006
average copper price.

Revenue in the fourth quaner of 2007 was reduced by $12.0 million for the revaluation of accounts receivable for shipments settling in 2008, The revaluation
was due to the copper price at Dacember 31, 2007 being significantly lower than the copper price when the revenue was initially recorded. A significent
portion of these shipments settled in January and February 2008 at prices higher than those at December 31, end these adjusiments will ba reflectad as
additional revenue in the first quarter of 2008.

Operating income decreased to $57.2 million from $36.6 million in 2006 as result of lower contribution margins from mine operations and higher share based
compensation expansa. In 2006 the Company recorded equity income tram the Huckleberry ming of $33.7 million. Due to the change in accounting pelicy
there is no comparable item in 2007.

Net income lor the year ended Dacember 31, 2007 was $22.7 million ($0.71 per share) compared to $82.0 million {$2.75 per shere} in 2008, The reducad net
incoma is the result of lower contributions fram Mount Polley and Huckleberry, higher income tax provisions and increased share based compensation
expense following @ change in the payment ahernative pursuant to the option plans which affect the accounting for this item.

Adjusted netincome in 2007 was $31.9 million ($1.00 per share) compared to $72.8 millian ($2.43 per share) in 2006. Adjusted netinceme is calculated by
remaving the gains or losses, net of related income taxes, resulting from mark to market revatuation of copper hedging notralated to the current period
and removing the unreatized share based compensation expense, net of taxes, as further detailed on the following table.

Calculation of Adjusted Net Income
Yezrs Ended Dacamber 31

[exprassed in thousands of dollars, except share smountsi ] wn 2008
Net Income as reported . $ 1 s 82,000
Unrealized loss (gain) on derivative instruments, net of 1ax {a} 3,700 {9.214)
Unrealized share based compensation expense, net of 1ax (b) . 5,456 -
Adjusted Net Income |c) $ 31,885 $ 7219
Adjusted Net Income Per Share {c} 3 1.00 § 2.4

{8} Derivative financial instruments are recordod ot fair value on the balance sheel, with changes in the fair value, net of taxas, flowing through nat income. Tho amounts ultimately
reakizad may be materially didferent than reftected in the financisl ststemants dus 1o changas in prices of the underhying copper hedged.

Effective with the Juna 30, 2007 quanar, tha Company’s emplayee stock option plan provides for 8 cash payment aption. Accordingly. the intrinsic vahe of the outstanding vested
option is recorded as & Bability on the Company’s balance shest and periodic changes in tha intrinsic value, net of taxgs, Row through net income.

{b]

Adjustad netincome snd adjusted net incoma per share are not terms recognized under generally stcepted accounting principles haweaver it does show the cutrent year’s finarcial
resutts excluding the effect ol itams not settling in tha cusrent year.

The Company believes thase measuras 918 usefyl to investors because thoy ere intluded in the measures that are used by management it assassing the financial performance

of the Company.

Cash flow decreasad to $61.9 milfion in 2007 from $70.4 million in 2006, The $8.5 million decrease is the result of lower cash flow from Mount Polley partially
offset by the inclusion of the 50% of cash flow trom Huckleberry, Cash flow is a measure used by the Company to evaluate its performance, however, itis
not a term recognized under generally accepted accounting principles. Cash flow is detined as cash flow from operations belore the net change in working
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capital balances. The Campany believes cash flow is useful ta investors and itis ore of the measures used by management (o assess the financial
performance of the Conpany.

Capital expenditures were $47.7 million, up significantly from $23.7 million in 2006 on increased capital and exploration spending and the inclusion of capital
expenditures at Huckielerry in 2007, In addition the Company spent $58.7 million in 2007 to complete the acquisition of bcMetals,

Expenditures in 2007 we re financed by cash flow from the Mount Polley and Huckleberry minas and the proceeds frgm the exercise of warrants end
options. At December 31, 2007 the Company had $30.3 million {2006-822.0 miltion) in cash and cash equivalents and short term investments.

Derivative Instruments

The Company has nat hirdged gold, sitver or the CDNAUS Dollar exchange rate, only copper. During 2007 the Company racorded $19.7 million in losses
on derivative instrumems far copper compared to losses of $26.6 miliion in 2006. These losses result from the mark to market valuation of the derivative
instruments based on chanpes in the price of copper. The Company does not use hedge accounting therefore accounting rules require that derivative
instruments be recorded at fair value an each balance sheet date, with the adjustment resuhing from the revaluation being charged to the statemant of
income as a gain or loss.

The Company utilizes a variety ot instruments for hedging including the purchase of puts, forward sales and the use of minfmax zero cost collars. Imperial's
income or loss from derivative instruments may be very volatile from period to period as a result of changes in the copper price compared to copper prica
gl the time when these contracts were entered into and the type and length of time to maturity of the contracts.

Hedges for Mount Pelley cover about 50% of 2008 copper settlements via min/max zero cost coltars. Hedges for Huckteberry include puts extending out to
the lirst quarter of 2010 covering about 90% of copper setdaments in the peried and forwards sales ta the first quarter of 2009 covering about 50% of copper
settlements in the perioc.

At December 31, 2007 th: Company has unrealized income of $3.5 million on its derivative nstruments. This represents an increase in fair value of tha
derivative instruments fram the dates of purchase to December 31, 2007 primarily due 10 the decline in the price of copper in the month of December 2007,
Refer to Note 14t the audited consolidated financial statements tor the year ended December 31, 2007 for further details.

The Company has grante d security to certain hedge counterparties to cover potential losses in excess of the credit facilities granted by the counterparties.
At December 31, 2007 the Company had $1.0 million en deposit with a counterparty.

Share Based Compensalion Expense

During the June 2007 quurter the shareholders of the Company appraved an amendment to the Company's stock option plans (the "Plan”) that provides
option holders the right tn receive common sheres or a direct cash payment in exchange for options exercised. The amendment to the Plan balances the
need for & long term compensation program to retain employees and the concerns of sharaholders regarding the dilution caused by the exercise of stock
options. As a result of the: change to the Plan, genarally accepted accounting principles result in a lisbility and relsted expensa being recorded for the
intrinsic vatue of the stock options. Additionally, payments made to option holders by the Company are deductible for income tax purposes.

As a result of the amendinent 16 the Plan, the Company recorded an initiel expense of $11.9 million for the expacted cosh settlements based on the intrinsic
value of the outstanding stock options {the difference between the exercise price of the stock options and the market price of the Company’s commen
shares). The liability associated with the Company's stock options are revalued quanerly to reflect changes in the market prica of the Company's common
shares and the vesting of additional stock options. The net change is recognized in net incoma for the period.

Selected Annuval Financial Information

Years Ended Docember 31

{expressed in thousands of dot ars, excep! share amounts) 200 2006 2005
Total Revenues $ 264,987 s 211,447 [ nan
Net Income $ 22729 1 82,007 s 21,569
Net Income per share s 0.7 s 275 S on
Dilwed Income per share $ 0.70 s 263 S 0.74
Adjusted Net incomae {2} $ 31,885 $ 1219 g 28,754
Adjusted Net Income per shara (2} $ 1.00 s 2.4 $ 095
Working Capital {Deficienzy} $ 9,030 $ 31,09 $ (18,886}
Total Assets $ 32070 L 14,096 s 135,434
Total Long Term Debt {inc'uding current portion) $ 9514 $ 15,571 $ 18,798
Cash dividends declared per common share - 0.00 s 0.00 $ 0.00
Cash Flow {1} s 61,876 $ 70.364 $ 8,200
Cash Flow per share {1} s 14 8 23 8 0.29

{1} Cath flow snd cash flow per share are maasuras used by tho Company 10 evaivate its pertormance however, thoy org not terms recognized under genorally sccepted sccounting
principles, Cash flow is delined #s cash flow trom oparations befora the net change in working capital batances and cash flow per share is the same measure divided by the weighted
avarage numbér of common shares outstending during the period,

2] Refer to table sbove under iieading Adjustad Net [ncoma tor datails of the calculation of these amounts.

The reporting currency of the Company is the CDN Dollar. The Company prepares its financial statements in accordance with Canadian generaly
accepted accounting principles.
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DEVELOPMENTS DURING 2007

General

Copper prices were on average higher in 2007 than in 2005, averaging about USS3.23Ab compared to USS3.0b in 2006. The US Dollar declined during
2007 ending the year weaker against the CON Dollar. Factoring in the decline inthe average exchange rate the price of copper in CDN Dallar terms
averaged CDN$3.47/1b in 2007, almost identical to the CON$3.46/lb average in 2006.

Cantinued increases in cenain costs resulting from changes in market conditions for such items a5 labour, fuel and other consumables, impact the
profitability of Mount Polley, Huckleberry and of resaurce projects generally. The Company will seek to adopt exploration and development strategias
that will mitigate tha impact of these new market conditions.

Mount Polley

Production during 2007 5t Mount Polley wes less than budgeted due to decreased delivery to the milt of Wight pit ore. To increase waste stripping and
enabte more Wight pit ore to be released to the mill, a contractor was mobilized in the second half of 2007 to move additional waste, and subsequently
10 unload a portion of the Wight pit highwall. This was completed by February Z008.

Production for the past three years is provided in the following table,

Yeaor Endod Yaar Ended *Yoor Ended

December 31, 2007 Decembar 31, 2008 Dacamber 31, 2005

Ore milled (tonnes) 6,444,112 5,235,221 4.814,083
Ore milled per calendar day {tonnes) 17,655 17,083 16,209
Grada % - Copper 0.451 0474 0.3
Grade gft - Gold 0.242 0.265 0.295
Recovery % - Copper 78.65 85.31 fxR ]
Recovery % - Gold 69.34 189 67.1
Copper produced (Ibs) 51,506,144 55,548,194 30,328,711
Gold produced (o2} 34,833 38,164 30,635
Silver produced {(oz) 7m 422,568 234,355

* March §-Dgcambar 31, 2005

Stripping of the Springer pit is well advenced with 6.1 million tonnes removed in 2007, and the pit has begun to supply some (eed to the mill. This pit will be
the major source of mill feed after 2008, as the Wight and Bell pits will be completed in 2008,

In February 2008 the Company's unionized workforce at Mount Polley ratified an extension to the collective agreament to December 31, 2012,

Huckleberry

Etfective January 1, 2007 Imperial regained joint controt of Huckleberry and therefore in accordance with generally sccepted accouating principles the
Company accounts for Huckleberry on the proportionate consolidstion basis commencing January 1, 2007, The Company owns 50% of the common shares
of Huckleberry Mines Ltd, the awner and operatar of the Huckleberry mine,

The financial results of Huckleberry continue ta have o significant impact on Imperial's results. Huckleberry contributed $11.1 million in net income to
imperial in 2007 compared to $33.7 million in equity income to Imperial in 2006. Huckleberry's net income declined in 2007 from 2006 due to lower sales
volumes and increased losses from derivative instruments. A ship scheduled for arrival in late December was delayed and did not arvive and load until
early 2008 and this deferred revenue from 2007 to 2008. Note 17 to the audited consolidated financial statements of the Company discloses the impact
of Hugkleberry operations on the financial position and results of operations of imperial.

The following table provides Huckleberry's total mine production, 0% of which is allocable to Imperial.

Yaar Ended Year Ended Yeor Ended

Decomber 31, 2007 Decembar 31, 1006 Dacember 31, 2005

Ore milled {tonnes) 6,477,600 6,546,200 5,951,000
Ore milled per calendar day {tonnes) 17,747 18,209 19,044
Ore mifted per operating day {tonnes) 18,789 19,732 20,790
Grade (%) — Copper 0.442 0.556 0552
Grada {%) - Molybdenum ' 0.013 0.015 0.014
Recovery (%) - Copper B1.4 85.9 8740
Recovery {%) — Molybdenum 1 16.3 143 2480
Copper praduced {lbs) 55,145,000 70,838,000 73,897,000
Gold produced {02} 5.847 9,255 10,401
Silver produced {oz) ' 22,135 246,353 265,741
Molybdenum produced (ibs} 304,224 306,250 539,949

The pit wall failure in the East pit at Huckleberry in mid 2007 did not affect mill throughput but resulted in the milling of lower grede Main Zone Extension
and stock pila ore which reduced profit margins. For the remainder of the mine life, production will be from the Main Zone Extension pit, and annval copper
production will be reduced to approximately 40 million pounds as the grade in this pit is about 0.35% copper.
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During 2007 Imperial received dividends of $12.5 million from Huckleberry. As a result of the change in accounting for Huckleberry to the proportionate
consolidation basis com mencing January 1, 2007 movement of cash between Huckleberry and Imperial via payment of dividands is not reflected in
Imperial's consolidated financial statements because 'mperial’s share of Huckleberry cash is already included in Imperial’s consolidated cash balances.

Red Chris

In mid 2006 the Compsany launched a takeover bid for bcMetals Corporation, owner of the Red Chris project located in northern British Cofumbia. In April
2007 the Company completed the takeover of bcMetals at a cost of $68.6 million. The acquisition of bcMatals was tundad from cash on hand and a $40.0
million short term loan f cility.

During 2007 the Compan/ spent $1.4 million on drilling deep holes under the known orebody with very encouraging results.

The development of the Red Chris project into a mine is dependant upon a number of factors including the construction of a power line to service the
nornthwest pontion of Brit sh Columbia and the resolution of the challenga to the Federal environmentat assessment review as further described in
Note 22{a) to the audited consolidated financial statements.

Exploration

At Mount Polley explorat on expenditures were $4.8 million in 2007 compared 10 $3.0 million in 2006. With the expanded land base, ongoing exploration at
Mount Polley focused on identification of additionat mineralized zones end expansion of identified zones. Drilling in 2007 tested eight zanes on the property
and provided further enc-uraging results. Drilling in 2007 included 121 diamond drill holes toteling 39,503 metres compared to 123 diamond drill holes
totaling 26,230 metres in .008.

Highlights for 2007 includ3 expansion and delineation of mineralization at the Pend zons, C2 zane and particutarly at the Springer zone. Springer will
provide most of the mil! fe ed in the coming years at Mount Polley and drilling there has intersected signilicant interceplts ta the north and northwest.
The biggest step outis in hole JZ07-02, collared 650 metres northwest of the planned pit fina! design which returned 165.0 matres grading 0.38% copper
and 0.20 g/ t gold. Earlier in the seasaon drilling had confirmed additional deep mineralization ta the west of the pit design.

Exploration in 2008 will continue to facus on finding near surface ore to provide supplemental feed to the mill and to find additional Northzast zone type
deposits.

At Huekleberry, exploratic n targets during the 2007 to earty 2008 field season were drill tested on projects penarated in the course of regional exploration.
At the Huckleberry mine site, 22 diamond drill holes and 16 reverse circulation rotary drill holes were used to test targets adjacent to Main Zane Expansion
and East zone pits. O site, 77 reverse circuletion and 13 diamond drill holes were used to test regional exploration targets.

For the 2008 field season, 1argets arising from the regional exploration program will continue to be pursued, and seven diamond drill holes are planned to
test for supergena enrichrient on the Upper Ridge zane at Whiting Creek.

At Sterling the Company ¢ >mpleted construction of a 3,352 foot decline to access the 144 zone in 2007, Underground drilling commenced in early 2008

with the objective of outlining sufficient reserves to restart mining operations. Mineral rasources for the 144 zone drilled to dste are 184,640 tonnes, grading
7.41 g/t gold containing over 45,000 cunces of geold. Drilting on additional targets in the Sterling ares also commenced in eerty 2008 after completion of
surface work in 2007.

At Red Chris, six diamond drill hotes were drillad to test the depth extent of the Main and East zones. One of the six holes drilled to a depth of over ong
kilometer in the East zone, intercepted 1024.1 metres grading 1.01% copper and 1.26 g/t gold, the best hale ever drilled by the Company and one of the
tongest mineralized interce pts ever drilled in British Columbia. That drill hole collared in high grade, was mineralized aver its entire tangth and ended in
high grade indicating that the zone has goad potential tor expansion,

Also in the 2007 drill program, a second drill hole was collared 725 metres to the west of the first one, It returned 996 metres grading 0.40 % copper and
0.38 g/t gold. It also was continuously mineralized from the collar to the final depth and although the grade was lower, that result lends great credence to
the size potential for the 2a 1e. Further drilling is planned to follow up on the excellent results of this initial test of the depth extent of the Red Chris copper
gold deposit.

The Company also drilled various targets at Giant Copper, Bear, Falls Creek, and Porcher Island during 2007.

RISK FACTORS

The reader is cautioned that the following description of risks and uncenainties is not all-inclusive as it pertains only to cenditiens currently known to
management, There can be no guarantee or assurance that other factors will or will not adversely affect the Company.

Risks lnherent in the Minin; and Metals Business

The business of exploring for minerals is inherently risky. Few properties that are explared are uttimately developed into producing mines. Mineral properties
sre often non preductive for reasons that cannot be anticipated in advance. Title Claims can impact the exploration, development, operatien and sale of
any natural resource projec. Availability of skilled people, equipment and infrastructure (including roads, ports, power supply) can canstrain the timely
development of a mineral de posit. Even after the commencement of mining operations, such operations may be subject to risks and hazards, including
envirgnmenta! hazerds, industrial accidents, unusual or unexpected peologica! formations, ground control problems and flooding. The occurrence of any
of the foregoing could result in demage to or destruction of mineral properties and production facilities, persons! injuries, environmental demage, delays

or interruption of production. increases in production costs, monetary losses, legal lisbility and adverse governmentaf action. The Company's property,
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business interruption and liability insurance may not provide sufficient coverage for losses reloted to these or other hazards. Insurance against centain
risks, including cenain liabilities for environmenta! pollution, may not be avaitable to the Company or to other compaenies within the industry. In addition,
insurance coverage may not continue to be available at economically feasible premiums, or at all. Any such avent could have a material adverse effect
on the Company,

Commodity Price Ructuations snd Hedging

The results of the Company's operations are significantly affactad by the market price of base metais and gold which are cyclical and subject to substantial
price fluctuations. Market prices can be affected by numerous factors bayond the Campany's control, inctuding levels of supply and demand for e broad
range of industris! products, expectatiens with respect to the rate of inflation, the relative strength of the US Dollar and of certain cther currencies, interest
rates, global or regional palitical or economic crises and sales of gold and base metals by hotders in response to such fectors. if prices should dacline
below the Company's cash costs of production and remain at such levels for any sustained period, the Company could determine that it is not economically
feasible to continue commercial production at any or all of its mines.

The objectives of any hedging programs that are in place ave to reduce the risk of a decreasg in a commodity's market price while optimizing upside
participation, to maintain adequete cash flows and profitability to contribute ta the lang-term viability of the Company's business. There are, howaever,
risks associated with hedging programs including {among other things), an increase in the world price of the commodity, an increase in gold fease rates
{in the case of gold hadging), an increase in interest rates, rising operating costs, countar-party risks, liquidity issues with funding margin colls to cover
mark to market losses and production interruption events. The Company's results of operations are also affected by Huctuations in the price of labour,
elactricity, fuel, steel, chemicals, blasting materials, transpartation end shipping and other cost components.

Competition for Mining Properties

Because the fife of a mine is imited by its ore reserves, the Company is continually seeking to replace and expand its reserves through the expioration of
its axisting propenties as well as through acquisitions of new properties or of interests in companies which own such properties. The Company encounters
strong competition from other mining companies in connection with the acquisition of properties.

Sale of Products and Futire Market Access

The Company is primarily a producer of concentrates, These must be processed into metal by independent smekters under concentrate sales agreement
in erder for the Company to be paid tor its products. Thera can be no assurance or guarantae that the Company will be able to emter into concentrate sale
agreements on terms that are favarable to the Company or at all. Access to the Company’s markets is subject to ongoing interruptions and trade barriers
due to policias and tariffs of individual countries, and the actions of certain interest groups to restrict the import of certain commodities. Although there are
currently na significant trade barriers existing or impending of which the Company is aware that do, or ¢ould, matarially affact the Company's access to
centain markets, thare can be no assurance that the Company's access to these markets will not be restricted in the future.

Mineral Reserves and Recovery Estimates

Disclosed reserve estimates should not be interpreted a3 assurances of mine life or of the profitability of current or future operations. The Company estimates
its mineral reserves in accordance with the requirements of applicable Canadian securities regulatory suthorities and established mining standards.
Minera! resources are concentrations or occurrences ot minerals that are judged to have reasonable prospects for economic extragtion, but for which
the economics of extraction cannot be assessed, whether becausa of insufficiency of geological infarmation or lack of feasibility analysis, or for which
economic extraction cannot be justified at the time of reporting. Consequently, mineral resources are of a higher risk and are less likely to be accurately
estimated or recovered than mineral reserves. The Company's reserves sid resources are estimated by persons who are employees of the respectiva
operating Company for each of our operations under the supervision of employees of the Company. These individuals are not "indspendent” for purposes
of applicable securities legistation. The Company does not use outside sources (o verify reserves or resources. The mineral reserve and rasource figures
ara estimates based on the interpretation of limited sampling and subjective judgments regarding the grade and existence of minaralization, as well as the
application of economic assumptions, including assumptions as to operating costs, foreign exchange rates and tuture metal prices. The sampling, interpre-
tations or assumptions underlying any reserve or resource figure may be incorrect, and the impact on mineral reserves or resources may be materal. In
pddition, shart term operating factors relating to mineral reserves, such as the need for grderly development of ore bodies or the processing of new or dif-
farent ores, may cause mingral reserve estimates te be modified or oparations to be unprefitable in any panticular fiscal period. There can be no assurance
that the indicated amount of minerals will be recovered or that they will ba recovered at the prices assumed for purpuses ol estimating reserves.

Currancy Fluctuations

The Company's operating results and cash flow ara aected by chanpes in tha CON Doller exchange rate relative to the currencies of other countries,
aspecially the US Dollar. Exchange rate movements can have s significant impact on operating results as significant pertion of the Compeny’s operating
costs are incurred in CON Dollars and most revenues are earned in US Dollars. To reduce the exposura to currency fluctuations the Company may enter
into foreign exchange contracts from time to time, but such hedges do not eiminate the patential that such fluctuations may have an adverse effect on the
Compeny. In eddition, foreign exchange contracts expose the Company to the risk of defauft by the counterparties to such contracls, which could have a
material adverse effect on the Company.

nterast Rate Risk

The Company's expasure to changes in interest rates results from investing and borrowing activities undertaken to manage liquidity and capital requirements.
Tha Company has incurred indebtedness that bears interest at fixed and ﬂoau’ng rates, and may entar into interest rate swap Bgreements to manage inlerest
rete risk associated with that debt. There can be no assurance that the Company will not be materially adversely affacted by interest rate changes in the
future, natwithstanding its possible use of intarest rate swaps. In addition, the Company’s possible use of interest rate swaps exposes it to the risk of default
by tha counterparties to such arrangements. Any such default could have & material adverse effact on the Company.
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Financing

The amgunt of cash curently generated by the Company’s operations may not be sufficient to fund projected levels of exploration and development activity
and associated overhea costs. The Company may then be dependant upon dabt and equity financing to carry out its exploration and development plans.
There can be no assurance that such financing will be available on terms acceptable to the Company or at all.

Environment

Environmental legistation atlects nearly alt aspects of the Company’s operations. Compliance with environmental legislation can require significant
expenditures and failure to comply with environmental legisiation may result in the impesition of fines and penalties, claan up costs erising out of
contaminated properties, demages and the lass of important permits. Exposure to these liabilities arises not only from existing operations, but from
operations that have been closed or sold te third partias, Tha Company’s histarical operations have generated chemical and metals depositions in the

form of 1ailing ponds, rock waste dumps, and heap leach pads. There ¢an be no assurances that the Company will at all times be in compliance with all
environmenta! regulatior s or that steps to achieve camplianca would not materially adversely affect the Company. Environmental [aws and regulations

are evolving in all jurisdictions where the Company has activities, The Company is not sble to determina tha specific impact that future changes in environ-
mental laws and regulati 3ns may have on the Company's operations and activities, and its resulting financial position; however, the Campany anticipales
that capitel expenditures and operating expenses will increase in the future as a result of the implementation of new and inereasingly stringent environ-
ment regulation, Funther hanges in environmental laws, now information on existng environmental conditions or other events, including legal proceedings
based upon such conditinns or an inability to obtain necessary parmits could require increased financial reserves or compliance expenditures or otherwise
have a material adverse ixflect on the Company. Changes in environmental legistation could also have a material adverse effect on product demand,
product quality and methads of production and distribution.

Foreign Activities

The Company opgrates ir the United States and from time 1o time in other foreign countries where there are added risks and uncertainties due to the
ditferent fegal, economic, cultural and political environments. Some of these risks include nationalization snd expropriation, social unrest and political
instability, uncentainties 11 perfecting mineral titles, trade berriers and exchange controls and meterial changes in taxation. Further, daveloping country
status or unfavorable political climate may make it difficult for the Company to obtain finanging for projects in some countries.

Legal Proceedings

The nature of the Company’s business may subject it to numerous regulatory investigations, claims, lawsuits and other proceadings. The results of these
legel proceedings cannot be predicted with certainty. There can be no assurances that these maners will not have a matenial adverse effect on the
Company,

CRITICAL ACCOUNTING ESTIMATES
The critical accounting poficies adopted by the Company and used in preparation of its consotidated financtal statements include the following:

{a) Mingral Properties
Minaeral properties represent ¢apitalized expanditures relsted to the development of mining properties, related plant and aguipment and expenditures
related to exploration aris ng from property acquisitions,

The costs associated witt mineral properties are separately allocated to reserves, resources and exploration potential, and include acquired interests in
production, development aind exploration stage propentias representing the fair value at the time they were acquired. The value associated with resources
and exploration patential is the value beyond proven and probable reserves assigned through ecquisition, The value allocated to reserves is depreciated
on a unit-of-production muthod over the estimated recoverable proven and probable reserves st the mine. The reserve value is noted as depletable minera!
properties in Note 6 to the oudited consolidated financial statements for the year ended Dacembar 31, 2007.

The resource value repres ents the property interests that are contained in the measured and indiceted resources that are not within the proven and
probable reserves. Explorstion potential is:

{i} mineralization included in inferred resources;
{ii) areas of potential mineralization notincluded in any resource category

Resource value and exploration potential value is noted as non-deplsetable mineral properties in Note 6 to the audited consolidsted financial statements.
Atleast annually or whan ntherwise appropriate, and subsegquent to its review and evaluation for impairment, value from the non-depletable category is
wransferred te the depletat le category as a result of an analysis of the conversion of resousces or exploration potential into reserves.

Capitafized costs are depleted and depreciated by property using either a unit-of-production method over the estimated recoverable proven and prabeble
reserves al the mines to which thay refate, or for plant and equipment, using the straight line method over their estimated useful lives of 4-12 yaars for
mobile mine equipment an 1 vehicles and 4-5 years for office, computer and communications equipment.

Maintenance and repairs zre charged to operations when incurred, Renewals snd berterments, which extend the useful life of the assets, ara capitalized.

Tha Company follows the method of accounting for pre-production and exploration properties whereby all ¢osts related 1o acquisition, exploration and
development are capitalized by propenty, Capitslized costs include interest and financing costs far amounts borrowed for initial mine development and
plant construction, and eperating ¢osts, net of revenues, incurred prior to the commencement of commercial production. On the commencement of
commercial production, net costs are charged to operations using the unit-of-production method by property based upon estimated recoverable reserves,

The recoverability of amou 1ts shown for minerat properties is dependent upon the discovery of eacanomically recaverable reserves, confirmation of the
Company’s interest in the underlying mineral claims, the ability of the Company to obtain financing to complete development of the properties, and on future
profitable production or proceads from the disposition thereof,
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Costs associated with the removal of averburdan and other mine waste matérials that are incurred in the production phase of mining operations arg inchud-
ed in the cost of the inventory produged in the period in which they are incurred, except whanthe charges represent a betterment to the mineral property.
Charges represent a betterment to the mineral property when the stripping activity provides access to reservas that will be produced in future periods that
would not have been accessible without the stripping activity. When charges are deferred in relation to a betterment, the charges are amortized over the
reserve accessed by the stripping activity using the unit-of-production method.

The Company evaluates the carrying valua of its minera! progerties on a regular basis using various methods depending on the state of development of the
property. if it is determined that the estimated future cash flows trom its mineral properties or other measurement are lass than the carrying value besed on
information and conditions at the date of assessment, then a writedown to the estimated fair valve is made.

{b) Depreciation, Depletion and Amortization

Described in {a) above are the methods used by the Company to determine the depreciation, depletion and amortization of its producing mineral properties,
The majosity of capitalized costs are deprecioted, depleted or amortized using a unit-of-production basis, This method relies on management's estimate of
the ultimata amount of recoverable reserves, an amount that is dependant on a number of factors including the extant and grade of the ore, commodity
prices, capital, mining, processing and reclamation costs, and success of exploration activities identifying additional mineral reserves.

{c) Future Site Reclamation Costs

The Company initiaity recognizes tha future site reclomation costs at its fair velue in the period in which it is incurred, with a corresponding addition to the
related asset for these costs. The cost of the asset is amortized over the life of the asset as an expense based on the Company's accounting policy for
depreciation, depletion and amartization, Fallowing the initial recognition of the future site reclamation costs, the fiabifity is increased each period to reflect
the interest element included in the initial measurement of their fair value. Adjustments to the future site reclametion cast hiabifity are alse made in each
period for changes in the estimated amount, timing and cost of the future work to be carried out

{d} Share Based Compensation

The Campany has stock option plans that provide all option hotders the right to elect to receive either commen shares or a direct cash payment in exchange
for the options exercised. Stock based compensation is accounted for using the intringic velue method. Under this method, the Company accrues o liability
for stock options based on tha excess of the market price of the Company's common shares over the exercise price. The accrued liability is adjusted

at each balance sheet date for the effect of stock aption grants, vesting of stock options, stock nptions exercised, as well as the effect of changes in

the underlying price of the Company's common shares. The net effect of thase items is charged or credited to share based compensation expense.

Any consideration received an tha exercise of stock options is credited to share capital.

{a} Derivative Instruments

The Company uses derivative financial instruments to manage its exposure to metal prices and foreign exchange rates. Darivative financial instruments are
measured et fair value and reflected on the balance sheat. The Company does not apply hedge accounting to derivative financialinstruments and therefare
any gains or losses resulting from the changes in the fair valus of the derivative financial instrument are included in income at each balance sheet date,
Gains or losses resutting frem changes in the fair valup of hedged items are included in income or expanse on the date the releted hedged item is setded.

{{) Convertible Debentures

Convertible debentures are & compound financial instrument, Accordingly, the feir value of the conversion privilege forming part of the convertible
debenture is classified as part of shareholders’ equity with the balance of the proceeds classified es a financial lability. The carrying value of the financial
liability is accreted to the principal amount as additional interest expensa over the term of the convertible debenture.

{g) Revenue Recognitien

Estimated mineral revenue, based upon prevailing metal prices, is recorded in the consolidated financial statements whan litla to the concentrote ransfers
to the custamer which generally occurs on date of shipment. Revenue is recorded in the statement of income net of treatment and refining costs paid to
counterparties under terms of the off take arrangements, The estimated revenue is recorded based on metal prices and exchange rates on the date of
shipment and is adjusted at each balance sheet date to the date of settlement metat prices. The actual amounts will be reflected in revenue upon final
settiement, which is usually four to five months after the date of shipment. These adjustments reflect changes in metal prices and changes in quantities
arising from final weight end assay calculations.

{h) income Taxes

The Company sccounts for ingome taxes using the asset and liability method. Under this method, future income tax liabilities and future income tax assets
ara recorded based on temporary differences batwesn the financial reporting basis of the Company's assets and liabilities and their corresponding tax
basis. The future benetits of income tax assets, intluding unused tax kosses, are recognized subject to a valuation allewance. to the extent that it is more
fikely than not that such assets will be uliimately realized. These future income tax assels and liabilities are measured using substantially enacted tax rates
and laws that are expected to apply when the tax liabilities or assets are tg be either settled or realized.

The tax deductign for the expenditures incurred related to flow thraugh share financings has been assigned to the related shareholders, resulting in a
futura inceme tax liability which has been recorded as o charge to share capital when the expendituras are ranounced. Any change in the valuation
allowance relating to this future income tax liability is recorded as a future incoma tax recovery in the statement of income.

RECENT CANADIAN ACCOUNTING PRONOUNCEMENTS

Qver tha next faw years Canadian ganerally accepted accounting principl?as for public companigs will converge with International Financial Reporting
Standards ("IFRS"). The impact of IRFS on the Company's financial reporting is being evaluated. The transition will be complated by 2011.

Several new accounting standards will be appliceble to the Company commencing January §, 2008 with most focused on providing additional disclosure
on varigus items.
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(a} CICA 1400 Genera! Standards of Financial Presentation — this standard reguires management 10 assess and disclose the ability of the Company
to continue as a goiny concern.

(b} CICA 1535 Capital Disclosures — this new disclosure requires the Company to disciose qualitative information about its objectives, policies and
processes for manag ng capital. The Company must alsc disclose quantitative data about what it regards as capital and whether it has complied
with any externally i posed capital requirements and, if not, the consequances of such nen-compliance.

(c) CICA 3031 Inventories — the new standard provides more guidance on the determination of cost and requires the allocation of overhead expenses
and ather costs to invantory. [nventaries must be measured at the lower of cost and net realizable value. Consistent use must be made of the method
of determining inventury. Reversal of previous writedowns is required when there is 8 subsequent increase in the value of inventorigs. The amount of
inventories recognize J as an expenss during the period shall be disclosed. Except for the new guidance on ravarsal of writedowns the Company's
current practice for viluing inventory is substantially in accordance with the new stendard and therefore the financial results of the Company are not
expected to ba materially affected by the new standard.

{d} CICA 3852 and 3863 Financial Instrument Disclosures — The new standard establishes additional disclosures about financial instruments and
non-financial derivatives. The Company must disclose the significance of financial instruments on its financial position and performance. Disclosures
about fair value are also revised. There are new requiraments to disclose qualitative and quantitative information about exposure to risks arising from
financial instruments, ncluding management's objectives, policies and process for managing risks and information about the extent to which the
Company is exposed tu credit risk, liquidity risk and market nsk.

The Company is still avaluting the impact of these new accounting standards, however their adoption is not expected to have a material impact on the
financial position and res. lts of operations of the Company.

CHANGE IN ACCO JNTING POLICIES

The Company adopted the provisions of Sections 3855, Financial Instruments-Recognition and Measurement, 3881-Financial Instruments-Disclosure

and Presentation, 3251 Equiity, 3865 Hedges and 1530, Comprehensive Income, on January 1, 2007 which address the classification, recognition and
measurement of financial instruments in the financial statements and the inclusion of other comprehensive income. As & result of adopting these new stan-
dards, the Company recorded an increase of $0.2 million to marketable securities, a decrease of $0.1 milkion to future income tax assets and an

adjustment of $0.1 million es & one-time cumulative effect of a change in accounting policy in opening retained aarnings.

Also under Section 3855, the Company adopted a policy lo expense debt financing fees when they are incurred and as a result the Company recorded an
adjustment to decrease op2ning retained earnings by $0.2 million and increase future income tax assets by $0.1 million 10 eliminata the deferred financing
costs of $0.3 million that ware capitalized and amortized under the Company's previous accounting policy.

RESULTS OF OPERATIONS FOR 2007 COMPARED TO 2006

This review of the results o’ operations should be read in conjunction with the audited consolidated financial statements of the Company for the year
ended December 31, 2007.

Financizl Results

Overviaw

Revenues increased to $264.0 million for the year ended December 31, 2007 from $211.4 million in the year ended 2006. Tha increase reflects the inclusion
of Huckleberry offset by lower revenue from Mount Polley.

In the year ended December 31, 2007 Imperial recorded net income of $22.7 million ($0.71 per share} compared to net incame of $82.0 million ($2.75 per
share) in the prior year. The lower netincome in 2007 was primarily as result of lower contribution margins fram operations and higher share based
tompensation expense.

The finencial results of the Company are closely tied to the profitability of the Mount Polley snd Huekleberry mines, The Mount Polley mine contributed
$40.1 million to imperial's operating income in 2007 compared to $102.3 million in 2006. Huckleberry contributed $40.9 million to Imperial's operating income
in 2007 versus $44.3 million in 2006.

The Company's share of Hut kleberry's net incoma in the year ended December 31, 2007 was $11.1 million compared to $33.7 million in 2006. Huckleberry's
netincome declined in 2007 from 2006 due to lower sales volumes which included the timing of a shipment scheduled for December 2007 that will not be
realized until 2008 dua to ship amivals and increased lesses from hedging.

Imperial's net income in bott 2007 and 2006 was reduced by losses on derivative instruments totaling $19.7 million and $26.5 million respectively.
These derivative instruments were pul in place 1o provide cash fow protection against declines in the price of copper.

Mineral Production and Trarnsportation Costs

Mineral production and transportation costs were $158.0 million in 2007 comprisad of $117.8 miltion from Mount Polley and $40.2 million representing the
Company's 50% share of Huckleberry. This compares 10 $30.2 million in 2006, which did not include the costs from Huckleberry. Increased costs at Mount
Polley were mainly related to mining costs as major truck overhauls, increased haul distances, and diesel fuel costs led to higher costs, Ocean freight rates
for the transperation of con¢ entretes to market were drastically higher as our average rate for shipments from Vancouver to smeRers in Japan and China
incragsed approximately 50% from 2006 to 2007.
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The pit wal failure in the East pit at Huckleberry in mid 2007 did not affect miil throughput but resufted in the milling of lower grade Main Zone Extension and
stock pile ora which reduced profit margins.

Production during 2007 at Mount Palley was less than budgeted dua to decressed delivery to the mill of Wight pit ore. To increase waste stripping and
anable mora Wight pit ore to be released to the mill, 8 contractor was mabilized in the second half of 2007 to meve additional waste, and subsequently 1o
unload a portion of the Wight pit highwall. This work was completed in February 2008,

Mineral Property Holding Costs
Minera! property holdings costs increased to $1.1 million in the year ended December 31, 2007 compared to $0.8 million in the year ended December 31, 2005.
The increase is due to the addition of the Red Chnis project.

Depletion, Depreciation and Amortization
Depletion, depreciation and amortization increased to $22.7 million in 2007 fram $12.9 million in 2006 85 a result of the incfusion of the Huckleberry mina in
2007,

General and Administration .
General and administration expense increased to $2.1 million in 20067 from $2.0 million in 2006 as corporate activilies incraased during 2007 requiring
additional staff, higher compensation and support costs related to the expanded activitias of tha Company.

Share Based Compensation

Share based compensation expense increased to $10.9 millian in 2007 from.$2.1 million in 2006 a5 a result of the vesting of shares under the Company's
stock option plans and the revaluation of the liabifities under the stock optidn plans due to the addition of the cash payment aption to the Compeny’s stock
option plans as descsibed under the haading Shara Based Compensation Expense (page 3).

Interast Expense on Long Term Debt
Interest expense on fong term debt decreasad to $1.4 million in 2007 from $1.9 million in 2006 due to @ lower leve! of debt and fewer convertible debentures
autstanding in the 2007.

Gther Interast Expanse

Other interest expense increased to $2.9 million in 2007 compared to $2.4 millian in 2006. The 2007 period included interest gn the $40.0 million short term
loan tacility for acquisition of bgMetals and interast on short term concentrate advances, The 2006 period includes interest on the line ot credit facility
repaid in July 2006 and other borrowings t0 support warking capital requiraments.

Interest Accretion an Short and Long Term Debt ,
Interest accretion decreased to $1.0 million in 2007 from $1.3 million in 2006 as the Company had fawer convertible debentures outstanding during 2007,

Financing Costs

Financing costs associated with the toan to acquire bcMetals totaled $0.4 million in 2007. The 2005 financing costs of $1.0 million were related to the
convertibla debantures and the line of credit facility. As a result of the change in accounting policy for these items the balences at January 1, 2007 were
charged to retained earnings and therefora there is no comparable item in 2007

Foreign Exchange Loss

The US Dallar declined by 15% against the CON Dollar during 2007. The $8.6 millian toreign exchange foss recorded in 2007 versus nil in 2006 is attributa ble
1o halding US Dollar denaminated cash, accounts receivable and derivative instruments, panially offset by gains on short term debt. These US Dollar
balances are the resutt of the aperations at the Mount Polley end Huckleberry mines.

Losses on Derivative Instruments

During the year ended December 31, 2007 the Company entered into additianal hedge contracts for the sale of copper ta protect the Company's cash flow
against 8 decline in the price of copper, None of the Company's contracts qualify for hedge accounting and therefore the Cempany must mark to market
the unreatized gains and losses on all its contracts. Changes in valuation of this hedge position and the hedge pasition carrying over from 2006 resulted in
a loss of $19.7 million during the yesr ended December 31, 2007 compared to a loss of $26.6 million in 2006. The unreelized net gains on the hedge contracts
outstanding &t Decembar 31, 2007 toraled $3.5 million. The ultimate gain or loss on thase contracts will be determingd by the copper prices in the periods
when these contracts settle.

Income and Mining Taxes '

income and mining taxes decreased to $15.1 million in 2007 from $23.8 millian in 2006. Huckieberry became taxable in 2007 8s a result of utilizing all its loss
carry forwards and other tax daductions. tmperial's share of the cash taxes paid by Huckleberry in 2007 was $12.5 million compared to nil in 2006, A total of
$1.3 million was paid for mineral taxes 10 the Province of British Columbia in 2007 compared to $2.4 millian in 2006. Future income tax expense, a non cash
item, declined to $1.3 million in 2007 from $19.4 mitlion in 2006, In 2007 the Company recorded & benefit of $5.3 million when future income tax rates fell from
31% to 27%. '

Liquidity & Capital Resources

Cash Flow

The Company had nat incoma of $22.7 million in the year ended December 31, 2007 compared to netincome of $32,0 million in 2006. Cash flow was $61.9
million in 2007 campared to cash flow of $70.4 million in the prior year, The $8.5 million decrease is the result of lower cash flow from Mount Polley pantizlly
offsat by the inclusion of the 50% of cash flow from Huckleberry. Cash flow is a measure used by the Company to evaluate its performance, howevar, it is
not a term recognized under generally accepted accounting principles. Cash flow is defined as cash flow from operations before the net change in working
capital balances.
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Working Capital

At December 31, 2007 the Company had working capital of $3.0 miltion, a decline of $28.1 million from a working capital of $37.1 million at December 3t,
2006. The December 31, 2007 working capitat position reflects the financing arrangements made for the purchase of bcMatals which included a $40.0 million
short term loan facility, higher current income taxes and the accrual for share based compensation. With the Mount Polley and Huckleberry mines in
operation at historically high copper prices they are generating cash flow which will improve the working capital position of the Company and provide
cash {or debt reduction o provide funds for explaratien ar acquisition of mineral properties.

Property Expendituras and Other Investment Activities

Property acquisition and development expenditures, excluding tha purchase of beMetals, were $33.1 million in 2007 compared to $19.7 millian in 2006.
Expenditures of $28.3 millien in 2007 included cost for stripping the Springer pit and engoing capital to maintain ard expand productive capacity at the
Mount Polley mine. Exper ditures at Huckleberry in 2007 were $4.0 miflion for ongoing capital programs. Development expenditures at Red Chris totaled
£0.5 million in the 2007, The 2006 expenditures, all at Mount Polley, were for tailings dem construction and the buyout of haul trucks on rentat and other
capital additions. Cepital ixpenditures in 2007 and 2006 wera financed from cash flow from operations and the proceeds from the exercise of warrants
and oplions.

Exploration expenditures ware $14.6 million in 2007 compared to $4.0 million in 2006. The declina ramp at Sterling cost $5.0 million, $4.8 million was spent on
exploration at Mount Polley, $1.4 million on exploration at Red Chris and the batance on Giant Copper, Bear, Parcher Island and the exploration properties
surrounding Sterling.

The acquisition of bcMetals, which was completed in sarly 2007, consumed $58.7 million of cash. This acquisition was financed by cash on hand and
o $40.0 million credi facility from a related party.

Debt repayment and working capital requirements for 2008 are expecied to be met from cash on hand and cash flow generated by Mount Polley and
Huckleberry. The Compen currently does not forecast the requirement for any long term debt ar equity financings during 2003 however long term debt may
ba utilized when terms are favourabla, The Company will continue to utilize short term debt, inctuding the $30.0 million short term revolving working cepital
tacility completed in February 2008 to manage its day to day financing needs.

Debt end Other Obligation:

The Company did notincur any new iong tarm debt dusing 2007. During the year ended December 31, 2006 the Company financed e portion of its capital
gxpenditures through a $2.4 million long term debt via a five year equipment finance contract a1 a floating interest rate.

The primary source of shott term funding in 2007 was a $40.0 million credit facility with a related party to assist with the purchase of beMetals. This facility
was due on November 30, 1007 and extended 1o February 29, 2008. The remaining balance of $10.0 million was paid in February 2009 from a new K30.0 million
short term revalving workir g capital facility with a syndicate of lenders. Both these credit facilities are described further under the heading Related Party
Transactions [pagse 13).

Select use of short term daat during both 2007 and 2006 from purchasers of the Compeny's concentrate was also used to provide working capital to meet
day to day cash requirements. A short term debt arrangement to assist with the purchase of $2.9 million of mobile mining equipment was completed in mid
2006 and repaid in mid 2007. The Company utilized short term funding o assist in meeting margin calls on derivative instruments in the first half of 2006
until these losses wera setilad and the short term debt fully repaid. The $14,5 million revolving Line of Credit facility was also repaid in mid 2006.

There were no conversions of the Company’s convertible debentures in 2007, Thesa debentures beas interest a1 6% per annum and are dug in March 2010.
They are convertibfa into commaon shares of the Company at the optien of the holder gt any time prior to maturity 81 a conversion price of $3.65 per common
share. In accordance with the eccounting standards for convertible instruments the net proceeds of the convertible debenture has been allocated hetween
debt and equity component: at the date of issue and reflected as such in the consolidated balance sheet of the Company. As of December 31, 2007 and
2006 debentures with a face value of $14.0 millian remain outstending.

Payments en the non interexit bearing Mount Poltey Mine canstruction loan of $2.9 million ase anly due when the mine and mill are in operation. Payments
are limited to $116,667 per v onth, to a maximum of $1,156,667 per year. This debt is similar in nature to a capped royalty on operations. This debt is non
recourse 10 Imperial and se;;ured only by the mining property assets on which the funds were invested.

The Company had the foilowing contractuat obligations as of December 31, 2007:

[expressed in thousands of dollars) Fa 1) 2009 2010 .10 n?2 Total
Short term debt $ 2322 S . s . 5 . $ - § 824
Long term debt 4,844 2,945 1,048 676 . 8514
Convertible debentures (1} . 13,980 . - 13,980
Operating leases 350 36 259 254 107 1,286
Capital expenditures and other 346 - - - - 36
Mineral preperties (2} 289 mn 376 415 408 1,860
Tota! $ 0 $ 3644 $ 15663 $ 1345 $ 515 $ 50208

{1) Assumes non conversion of debenturas.
{2} Mineral property commitmenis a1e payments requirad (o keep the claims or option agraements in good standing. Total for 2012 is for the year 2012 onty.
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Debt repayment and working capital requirements for 2008 are expected to be met from cash on hand and cash flow generated by Mount Polley and
Huckleberry, the $30.0 million short term debt facility and other debr or equity financings as may be required.

As at December 31, 2007 the Coempany did not have any off-balance sheet arrangements that have, or gre reasonably likety to have, a current or future
eftect on the results of operations or financial condition of the Company.

Selected Quarterly Financial information

Three Months Ended

[expressad in theusands of doltars, except share amounis, December 31 Septamber 30 June 30 March 3

copper price and sxchange rate} [unaudited) 2007 2007 207 om

Total Revenues $ 2,47 S 84,784 s 93,210 g 54,246

Equity Income from Huckleberry - . . -

Net Income {Loss) $ 13,851 H 1.516 $ 31224 § (1922)
Income per share {1} $ 0.42 $ 0.23 $ 000 § {0.06)
Diluted Income per share (1) $ 0.42 $ 0z 8 010 § (0.06)
Adjusted Net Income {Loss} (2} $ (10489) § 12,184 s 19,482 L 10,708

Adjusted Net Income {Loss} per share (2} $ 032 § 037 $ 062 § 0.35

Cash Flow (3) 5 (57570 § 2165 8 242 5 22,056
Cash Flow per share {3 3 021§ 0.8 5 0.78 $ 072

Average LME cash settlement copper priceflb in USS $ 3283 $ 3493 § 348§ 2695
Average US/CONS exchange rate $ 0982 s 1.4 § 1.098 3 1172

Period end US/CDNS exchange rate $ 0.988 b 0.936 $ 1.053 s 1153

Thres Months Ended

taxpressed in thausands of dollars, axcept share amounts, December 31 September 30 Juna 30 March 31

copper price and exchangs rate] [unaudited) 2008 2006 2006 006

Total Revenues $ 45,659 $ 57,154 $ 81,318 $ 21315
Equity Income from Huckleberry S 131 $ 12,035 S 16,934 g 3,985

Net Income s 2,827 $ 30,955 5 26,565 ) 660

Income per share (1) H 0.79 $ 103 S 083 § 0.02

Diluted Income per share {1) $ 074 $ 098 S 0.85 s 00

Adjusted Nat Incoma {Loss} (2} s 14,232 ) .77 s 20,023 $ 2,762
Adjusted Net Income (Loss} per shara (2} $ 047 $ 119 8 .67 5 0.1¢
Cash Flow 13) $ 18,811 3 36,342 s 13,235 5 1,976
Cash Flow per share (3) S 06z § 12 $ 0.4 $ 0.07

Average LME cash settlement copper price/lb in USS $ 305 § 3419 $ 3.289 s 2243
Average US/CONS exchange rate H 1139 3 1.321 s a8 1.155
Paried end US/CONS exchange rate s 1185 § 115 $ 1115 $ 167

{11 The sum of tha quarterty net inceme per share and cash flow par share doas net equal the annual 1otal due 10 timing of ghara issuances during tha year.
{2} Adjusted Net Income is defined a3 nat ingoms adjusted far ¢anain items of a nan-operational nature that panain ta fulure periods as described in further datail under tha heading
Adjusted Net Income.

{31 Cash flow ond cash Aow per shase are mossures used by the Company to evaluate its performance howevar, they as6 not 1erms recognized under generally accepied accounling
principtes and are therefors untikely to be comparabls 1o similar measures used by other companies. Cash flow is defined as cash flow fram aperations befo-e net change in wurking
caps! balances and cash flow per share is the sams measura divided by the waeighted svarage number of commaon shares autstanding duning the period.

Tha Company believes those measures ara uselul 19 investors, because thoy are included in the moasures that are used by mensgement in assassing the linancial performance

of the Company,

Fourth Quarter Results

Mineral sales volumes in the fourth quarter of 2007 were below normal levels compared to the fourth quaner of 2006. A ship schedulad for late December
at Huckleberry was detayed and loaded in early 2008 and this deferred some revenue from 2007 to 2008. Lower production at Mount Polley resulted in less
concentrate available for sale.

Revenue in the fourth quarter of 2007 was reduced by $12.0 million for the revaluation of accounts receivable for shipments settling in 2008. The revaluation
was dus 1o the copper price a1 December 31, 2007 being significantly lower than the copper price when the revenue was initially recarded. A significant
portion of these shipments seftled in January and February 2008 at prices higher than those at December 31, and these adjustments will be reflected as
additional revenue in the first quarter of 2008.

Recording of sales revenues is depandant on the availability and scheduling of ocean or rai! transportation end therefore variations in quanerly revenue
attributed 10 the timing of concentrate shipments cen be expected in the normal course of business.
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The Company recarded net income of $13.9 million ($0.42 per share} in the Tourth quarter of 2007 compered to net income of $23.8 million [$0.73 per share)

in the prior years quarnter. Tha decline in the faurth quarter 2007 compared to the fourth quarter 2006 was primarily due to the significant reduction i contri-
hution margins from the Nount Polley and Huckleberry mines offset in part by raductions in losses on derivative instruments, share based compensation
and the decrease in the income tax rate.

Expenditures for exploratian, Springer pit stripping and ongoing ¢apital projects at the Mount Polley and Hutkleberry mines totaled $16.2 million during the
three months ended December 31, 2007. This was an increase of $5.0 million from the $11.2 million in the 2005 period in capital expenditures and exploration
at the Mount Polley ming in 2006. Increased Springer pit stripping at Mount Polley and exploration at both Mount Pelley and Stering accounted for the
increase.

Relsted Party Transactions

Corporate

In September 2006 the Coinpany obtained a $40.0 million credit facility with Edco Capital Corporation (“Edco”), @ company controlled by N. Murray Edwards,
8 significant shareholder of imperial, to assist with the acquisition of bcMetals. Tha facility is subject to conditions usual in commercial lending transactions
of this kind. Interest on the outstanding principal amount and interest on overdue interest will compound monthly at the rate of 3% per annum, In February
2007, the Company drew the full $40.0 million to assist with the purchase of bcMetals. A draw fee of 1% was peid on the amount drawn. The fecility was
scheduled 10 expire on November 30, 2007 and its continuanca is subject to satisfactory periodic raviaws and no adverse chenges occurring. The amount
drawn down was evidenced by a promissory note and secured by a Hoating charge debenture on the Company's assets and a guarantee from its subsidiary,
Maunt Palley Mining Corparation. In October, 2007 the due date on the facility was extended to February 29, 2008 and the interest rate increased to 10%
effective December 1, 2007. The credit facility was repaid in February 2008 from a new short term revolving credit facility with a syndicate of lenders.

In February 2008 the Company entered into & $30.0 million short term revolving working capital facility with a syndicate of lenders which include Edco and
8 company controlled by Larry Moeller, a diractor of Imperial, Edco’s share of the facility is 75%, Mr. Moeller's share is B.3% and the balance of 16.7%is
held by four funds that are shareholders of the Company. This facility bears interest at 10% per annum, payable monthty, and is due on February 15, 2003.
The facility is secured by a floating charge on all the assets of the Company plus guarantees by Mount Palley Mining Corporation and Red Chris Oevelopment
Company Lid. In consideration of the facility, the [enders will be granted one warrant for each $25.00 advenced under the facility such that wamans to
purchase up to 1,200,000 ¢ ymmon shares of the Company at $10.00 per share, exarcisable until July 21, 2009 could be granted. A maximum of 1,200,000
warrents would be issued if tha tacility wera fully drawn. An arrangement fee of $225,000 was paid to the Jenders. As st March 13, 2008, $15.0 million had
teen drawn on the facility and 600,000 warrants had been issued.

Further details on related perty ransactions can be found in Note 16 to the audited consalidated financial statements for the year endad December 31, 2007.

OTHER

Disclosure Controis and Procedures

Disclosure controls and procedures are designed to provide reasonable assurance that all relevant information is gathered and reponied on a timely basis
10 senior management, so 1hat appropriate decisions can be made regarding public disclosure. As at the end of the period covered by this management’s
discussion and anelysis, management evsluated the effectiveness of the Company's disclosure controls and pracedures bs raquired by Canadian securities
laws.

Based on thal evaluation, ¥ anagement has concluded that, as of the end of the period covered by this management's discussion and analysis, the disclosure
controls were affective to provide reasonable assurance that information required to be disclosed in the Company’s annual fifings and interim filings

(as such term are defined under Multitateral Instrument 52-10% — Centification of Disclosure in Issuers’ Annual and Interim Fitings} and other reports filed
or submitted under Canadinn securities laws is recorded, processed, summarized and reported within the time pericds specified by those laws, and that
material information is acc.imulated and communicated to management as appropriate to altow timely decisions regerding required disclosure.

Intemat Controls ard Procodures

The Company evaluated thiz design of its internal control and procedures over financial reporting as defined under Multilateral Instrument 52-108 for
the year ended December :i1, 2007. Based on this evaluation, management has concluded that the design of these internal controts and procedures over
financial reporting was eHe ctive.

Additional information abeut the Company, including the Company's Annugl Information Form, is available on SEDAR at www.sedar.com.

As of March 13, 2008 the Crimpany had 32,689,244 common shares outstanding. On a dilted basis the Company had 35,567,096 common shares outstanding
at March 13, 2008,
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OUTLOOK

Operations, Eamings and Cash Flow

Imperial's equity share of produetion from the Mount Polley mine and the Hucklaberry mine is expected t be about 80 million pounds of copper, 53 thousand
ounces of gold, 440 thousand ounces of silver and 66 thousand pounds of molybdenum during 2008 and given continued strong metals prices itis expected
to generata strong cash flow for exploration and repayment of debt. Cash flow protection for 2008 is supported by derivativa instruments that will see the
Company receive certain minimum average copper prices as disclosed under the heading Derivative Insruments.

However, the quarterty ravanues will fluctuate depending on the timing of concentrata sales which is dependant on the availghility and scheduling of
transpartation, copper and gold prices and tha US Dollar/CDN Dollar exchange rate.

Exploration
The Company plans to continue an aggressive exploration program that is focused on Red Chris, Sterling, and its two operating mines.

We are awaiting permitting to construct a drill trail at Red Chris so that future drilling can be complgted without helicopter support, and expect to be able
to follow up the outstanding results cbtained in 2007,

At Sterling, underground drilling is underway with the ramp campleted in 2007 providing access 1¢ the 144 zone. Depending on the results of this first
phase we look forward 1o expanding the program at Sterling.

At Mount Polley exploration in 2008 will continue to focus on finding near surface ore to provide supplemental feed to the mill and to find additional
Northeast zone type deposils. We are awaiting essay results from 2007 drilling, and upen the receipt of these results the 2008 exploration program will
be planned.

At Hugklgberry, exploration targets asising from the regional expforation program will continue to be pursued, and seven diamond drill holes are planned
to test for supergene enrichment on the Upper Ridge zone at Whiting Creek.

The Company continues to evaluate exploration opportunities both on currently owned properties and on new prospacts.

Development

Development of the Red Chris project will be dependant on the timing of the construction of 8 power line 1o serve the northwest portion of British Columbia

snd resolution of the challenge to the Federal environmental assessment review, The Company will review the information on the Red Chris project to

maximize the economics of the project. Some development work is expected to be completed during 2008 to edvance the Red Chris property towards !

production.

Financing

Debt repayment and working capital requirements for 2008 are expected to ba mat from cash on hand, cash flow from the Mount Polley and Huckleberry

mines and short term debt facilities. Selactive debt financings may also be antered inte during 2008. The Company currently does not forecast the requira- .
ment for any equity financings during 2008.

Acquisitions
Management continues to evaluate potential acquisitions to further grow the Company.
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Management'’s Responsibility
for Financial Reporting

Tha accompanying cansolidated financial statements and a!l information
in the annual report 2ra the respensibility of management. Thesa con-
solidated financial statzments have been prepared by management in
accordance with the a :counting policies described in the notes to the
consolidated financial statements. Where necessary, management has
made informed judgments and estimates of the outcome of events and
transactions. In the opinion of management, the consolidated financial
statements have been irepared within acceptable limits of mateniality
and are in accordance with Canadian generally accepied accounting
principles appropriate in the circumstances. The financial information
elsewhere in the annual report has been reviewed to ensure consistency
with that in the consolilated financial statements,

Management maintain:. appropriate systems of internal control.
Policies and procedures are designed to give reascnable assurance
that transactions are apipropriately authorized, assets are safeguarded
from loss or unautharized use and financial records are properly
maintained to provide raliable information for preparation of financial
statements. Deloitte & Touche LLP, an independent firm of Chartered
Accountants, has been engaged, as approved by a vote of the
shareholders ot the Company’s mast recent Annual General Meeting,
to audit the consolidate 1 financial statements in accordance with
Canadian generally accepted auditing stendards and provide an
independent professional opinion. Their report is presentad with the
consolidated financial statements.

The Board of Birectors is respensible for ensuring that management
fulfills its responsibilities for financial reporting and intemal contral.
The Board exercises thi; respgnsibility through the Audit Committee

of the Board. This Comniittee, which is comprised of a majority of
non-management Direciors, meets with management and the extemnal
auditors to satisfy itself that management's responsibilities are praperly
discharged and to review the consolidated financial statements

before they are presentud to the Board of Qirectors for approval.

The consolidsted financ af statements have been approved by the
Board of Directors on th recommendation of the Audit Committee.

J. Brian Kynoch
President

March 13, 2008

Andre Deepwell
Chiet Financial Otficer

Auditors’ Report

To the Shareholders of Imperial Metals Corporation

We have audited the consolidated balance sheets of Imperial Metals
Corporation (the “Company”) as at December 31, 2007 and 2006 and
the consolidated stetements of income and comprehensive income,
shareholders’ equity and cash flows for the years then ended.

Thesa financial statements are the responsibility of the Company's
management. Qur responsibility is 1o express an opinion on these
financiel statements based on our audits.

We conducted our audits in accordance with Canadian generaily
accepted auditing standards. Those standards require that we plan
and perform an audit to obtain reasonable assurance whether the
financial statgments are free of material misstatement. An audit
includes examining, on e test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit lso includas
assessing the accoenting principles used and significant estimates
made by managemaent, as well as evaluating the overall financial
statement presentation,

In our opinion, these consolidated financial statements present fairty,
in all material respects, the financiat position of the Company as at
December 31, 2007 and 2006 and the results of its operations and its
cash flows for the years then ended in accordance with Canadian
generally accepted accounting principles.

| N o DT

Chartered Accountants
Vancouver, British Columbia

March 13, 2008
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Consolidated Balance Sheets

December 31, 2007 and 2006

[expressed in theusands of dollars} 2007 2006
ASSETS
Current Assets
Cash and cash equivalents $ 19,421 $ 22,048
Short term investments 10,835 -
Marketable securities 861 34
Accounts receivable 25,441 20,548
Inventory (Note 3} 20,005 1377
Derivative instrument assets and margin deposits (Note 14) 527 11,699
81,780 67,806
Derivative instrument assets and margin deposits (Note 14} 2304 .
Investment in Huckleberry Mines Ltd. (Note 4) - 45,438
Investment in bcMetals Corporation (Note 5) - FA N
Mineral Properties (Note 6} 229,646 88,845
Future Site Raclamation Deposits 4,558 2,519
Future Income Taxes {Note 13) 2318 1,947
Other Assets 105 in
$ 320,701 $ 214,096
LIABILITIES
Current Liabilities
Accounts payable and acerued lisbilities $ 26,133 § 14,948
Taxes payable 6,030 1,085
Short term debt (Note 7} 23,222 1,869
Derivative instrument liabilities [Note 13} 3.007 379
Current portion of share based compensatien liability (Notes 11 & 12} 4,736 -
Current partion of long term debt {Note 8} 4,844 6,061
Current portion of future site reclamation costs (Note 10} 987 -
Future incoms taxes {Nate 13} 319 2,956
72,750 30713
Long Term Debt (Note 8} 4,670 9510
Debt Component of Convertible Debentures {Note 9} 11,49 10,513
Future Site Reclamation Costs {(Nate 10) 16,861 3415
Share Based Compensation Liability (Notes 11 & 12} 283 .
Future Income Taxes {Note 13} 38,390 18,749
144,449 712,900
SHAREHOLDERS' EQUITY
Share Capital (Note 12} 64,163 47,682
Contributed Surplus - 4,049
Equity Component of Convertible Debentures {Note 9) 4,808 4,808
Retained Earnings 107,321 84,657
176,292 141,196
$ 320,741 5 214,096

See accompanying notes to these financial statements,
Approved by the Board:

.

Larry G.J{Moeller ) Kynoch
Director Dirsctor

Commitments and guarantees [Note 18}

Contingent Lisbilitias (Note 22}
Subsequent event (Note 23}
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Consolidatzd Statements of Income and Comprehensive Income

Years Ended Decemter 31, 2007 and 2006

{expressed in thousands «f dollars, except share omounts) 2007 006
REVENUES
Mineral sales H 261,331 $ 210,355
Interest income 2,013 694
Other 1,623 298
264,987 21,447
EXPENSES
Mineral production and transportation costs 158,009 90,218
Mineral property holding costs 1,052 757
Accretion of future sita restoration costs ns 261
Depletion, depreciation and amertization 2ns 12,941
General and administration 2107 2,00
Share based compensation [Notes 11 & 12) 10,855 2,059
Interest on long term debt 1,421 180
Other interest 2,885 2354
Interest accration on short and long term debt 1,039 1,333
Financing costs 400 1,029
Foreign exchange lots 6,595 4“4
207,18 114,887
INCOME BEFORE THE IJNDERNQTED 57,194 96,560
OTHER {NCOME (EXPENSES)
Equity income in Huclideberry Mines Ltd, (Notg 4) - 33692
Realized losses on darivative instruments [Note 14) {14,139} (40,557)
Unrealized (losses) giing on derivative instruments {Note 14} {5,608} 13,961
Other 350 187
{19.3%4) 7,283
INCOME BEFORE TAXE3 37,800 103,843
Income and mining taxes {Note 13) 1501 21,836
NET {NCOME AND CONMPREHENSIVE INCOME $ 22128 $ 82,007
Income Per Share {Note 15}
Basic $ on s 215
Diluted $ 070 s 263
Weightad Average Numjer of Commaon Shares Outstanding {Note 15)
Basic 31,868,466 28,801,115
Dituted 32,424,988 31,168,952

See accompanying note:: to thase financial statements,
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Consolidated Statements of Shareholders’ Equity

[expressad in thousands of dollars, except share amounts]

Equity
Share Capital Component
Numbar of Contributed af Convartible Retstned
Shares Amount Surplus Dabantures Earnings Total

Belance, December 31, 2005 26,147,998 29724 2943 § 6862 $ 2650 S 42179
Issued for cash, net of issue

costs of $151 1,600,000 6,349 - 6349
Issued for cash on exercise

of options 290,667 1,054 {349) - 705
Issued for cash on exercise

of share purchase warrants 500,750 4,208 (604) . 3,604
{ssued on conversion

of convertible debentures 590,162 6.347 . (2,054) - 4293
Share based compensation . - 2,059 - - 2,059
Netincome . - - - 82,007 82,007
Balance, December 31, 2006 30,189,517 41,682 4,049 4,808 84,657 141,19
Cumulative effect of change in

accounting policy {Note 2} - - {65} {65)
Balance, January 1, 2007

as adjusted 30,729,577 47,682 4,049 4,808 84,592 141,13
Issued for cash on exercise

of options 624,667 1128 {583} . - 6,545
Issued for cash on exercise

of warrants 1,335,000 9353 (1,343) - - 8,010
Transter of contributed surplus

on ravision of stock option plan

payment alternatives {Note 11) - (3.044) - (3,044}
Share based compensation - 521 - . 74
Netincome - - . 2718 2719
Balance, December 31, 2007 32,689,244 64,163 - 8 4803 § 107321 § 178,292

See accompanying notes to these financial statements.

18




IMPERIAL METALS CORPORATION ANNUAL REPORT 2007

Consolidated Statements of Cash Flows

Years Ended Decerber 31, 2007 and 2006

[exprassed in thousand; of dollars] 007 2006
OPERATING ACTIV TIES
Netincome 2,129 s 82,007
ltems not affecting cash flows
Depletion, depre-ciation and amortization 2,15 12,941
Share based compensation, net of cash paid 8013 2,058
Accretion of debit and future site restoration costs 1,754 1,534
Amortization of linancing costs - 1,029
Equity income in Huckleberry Mines Ltd. - {33,692)
Unrealizad foreipn exchange loss 76 -
Future income texes 1,299 19,408
Unrealized Yosses |gains) on derivative instruments 5,605 {13,961}
Other {315} {186)
61,876 10,364
Increase in cash on thange in method of accounting for
Huckteberry Mines: Ltd. (Note 4) 4,792 .
Net change in non-:ash operating working capital balances [Note 20} 14,383 2674
Cash provided by oparating activities 81,061 73,038
FINANCING ACTIVITIES
Proceeds of shart term debt 147,852 1230
Repayment of shor:term debt (123,139) 140,092
Proceeds of lang term debt - 2409
Repayment of long term debt {6,026} {5,678}
Issue of share capial, net of shara issue costs 9,438 10,658
Cash provided by luszd in} financing activities 21,525 {20,332)
INVESTMENT ACTIVITIES
Decrease in short term investments 977
Increase in non cur ‘et derivative instruments and margin deposits (2,304} -
Acquisition and development of mineral properties {47,676 (23,728)
Acquisition of inves ment in bcMetals, net of cash acquired of $2,812 (2006-Sni) {58,668} {7,110
Proceads un sela of mineral properties ki 32
Increase in future site reclamation deposits (450) (344)
Other (205) {48)
Cash used in investment activities (108,288) (30,998}
EFFECT OF FOREIGN EXCHANGE ON CASH BALANCES {2,928} -
{DECREASE)} INCREASE IN CASH AND CASH EQUIVALENTS {2,627} 2,708
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 22,048 339
CASH AND CASH EQUIVALENTS, END OF YEAR 19,421 $ 22,048
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Consolidated Statements of Cash Flows (continueq)

Years Ended December 31, 2007 and 2006

|expressed in thousands of doilars) 2007 2006

CASH AND CASH EQUIVALENTS ARE COMPRISED OF:

Cashin bank 9,373 S 4,251

Short term money market investments 10,043 17,787
19,421 H 22,048

OPERATING ACTIVITIES

Interest expense paid 4273 $ 4,293

Income and rnining taxes paid 8336 s 1,682

SUPPLEMENTAL INFORMATION ON NON-CASH INVESTING AND FINANCING ACTIVITIES

During the year ended December 31, 2007

{a} the Company reclassified $1,926 of contributed surplus arising from stock based compensatian and warrants to share capital on the exercise

of options and warrants.

(b} the Company received marketable securities with a fair value of $142 as an option payment on a mineral property.

During the year ended December 31, 2006

{a} the Company reclassified $953 of contributed surplus arising from stock based compensation and warrants to share capital on the exercise

ot options and warrants,

(b) holders of conventible debentures with a face value of $5,970 converted their convertible debentures into commeon shares.

{c) the Company received marketable securities with a fair valua of $24 as an option payment gn 8 mineral property.

See accompanying notes to these financial statemants,
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Notes to the Consolidated Financial Statements

December 31, 2007 and 2006
lexprassed in thousands of dollars)

1. SIGNIFICART ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance with Cenadian genernily accepted aceounting principles, and reflact the
tollowing policies:

Basis of Presentation

These consolidated financial statements include the accounts of the Company and those entities which are contralled by the Company through vating
equity interests, referred to as subsidiaries. Entities which are jointly contralled, referred to as joint ventures, are proportionately consolidated. Variable
Interest Entities {“VIEs"), which include, but are not limited to, special purpose entities, trusts, partmerships, and ether legal structuras, as definad by the
Accounting Standards Board in Accounting Guideline 13, "Consolidation of Variable Interast Entities™ ("AcG 157), are entities in which equity investaers do
not have the charac eristics of a “contralling financial interest” or there is not sufficient equity at risk for the entity 1o finante its activities without additional
subordinated financ al support. VIEs are subject to consalidation by the primary heneficiary who will absorb the majority of the entities’ expected losses
andfor expected res'dual returns. All inter-company balances and transactions have been eliminated upon consolidatian.

Investments in shares of investee companies in which the Company’s ownership and rights arising therefrom provide the Campany with the ability to exercise
significant influence are accounted for using the equity method. The Company's investment in Hucklaberry Mines Ltd., which holds the Huckleberry Mine
{Note 4) had been a< counted for using the eguity method untit Janyary 1, 2007. Under the equity method the investment has been initially recorded at cost
and the carrying vake adjusted thereafter to include the Company's share of earnings since the acquisition date. Cash distributions received are credited
to the investment acrount.

Cash and €ash Equivalents

Cash equivalents inc ude money market instruments that are readily convertiblo to cash and have maturities et the date of purchase of less than
ningty days.

Short Term investments

Short term investmer ts include money market instruments that are readily convertible to cash and have maturities at the date of purchase of between
ninety days and less than one year.

Marketable Secorities

Marketable securities are classified as held for trading because the Company intends to liquidate the marketable securities when market conditions are
conducive to a sale o° these securities. Unrealized holding gains and losses related to held for trading securities are included in the income statemant in
each period.

The Company astimates the fair value of marketable securities at the batance sheet date using quoted market prices for held for trading securities.

Inventory
Copper concentrates, inclysive of contained gold and silver, are valued at the lower of production cost to preduce salesble metal and net realizable value.
Stores and supplies inventories are valued at the lower of cost and replacement cost.

Minera! Proparties
Mineral properties represent capitafized expenditures related to the development of mining properties, related plant and equipment and expenditures
related to exploration rising from property acquisitions.

The costs associated with mineral properties ere separately allocated to reserves, resources and exploration potential, and inciude acquired interests in
production, development and exploration stage properties representing the fair value at the time they were ecquired. The value associaled with resources
and exptoration potential is the value beyond proven and probable reserves assigned through acquisition. The value allocated to reserves is depreciated
on 4 unit-of-production method over the estimeted recoverable proven and probable reserves at the mine. The reserve value is noted as deptetable mineral
properties in Note 6.

The resource valua represents the property interests that are contained in the measured and indicated resources that are not within the proven and
probable reserves. Exgloration potential is:

(i} mineralization intluded in inferred resources;
(i} areas of potential mineralization net included in any resource category

Resource value and exloration potential value is noted as non-depletable mineral proparties in Mote 6. At laast annuafly or when otherwise appropriate,
and subseguent to its r yview and evaluation for impairment, valug from the non-depletable category is transterred to the depletable category as a result
of an analysis of the conversion of resources or exploration potential into reserves.
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Notea to the Consalidsted Financial Statements
December 31, 2007 and 2006
|expressed in thousands of dollars, excepl share amounts)

Capitalized costs are depleted and depreciated by property using either a unit-of-production method over the estimated recoverable proven and probable
reserves at the mines to which they relate, or for plant and equipment, using the straight line method over their estimated useful lives of 4-12 years for
mobile mine equipment and vehicles and 4-5 years for office, computer and communications aquipment.

Maintenance and repairs are charged to operations when incurred. Renewals and betterments, which extend the useful life of the assets, ere capitalized.

Pre-production and Exploration Froperties

The Company follows the method of accounting for these mineral properties whereby all costs related to acquisition, exploration and development are
capitalized by property. Capitalized costs include interest and financing costs for amounts borrowed for initial mine developmant and plant canstruction,
and operating costs, net of revenues, incurred prior to the commencement of commercial production. On the commencement of commercial production,
net costs are charged to operations using the unit-of-production method by property based upon estimated recoverable reserves.

The racoverability of amounts shown for mineral properties is dependent upon the discovery of economically recoverable reserves, confirmation of the
Company's interest in the underlying mineral claims, the ability of the Company to obtain financing to complets development of the properties, and on future
profitable production or proceeds from the disposition thereof.

Stripping Costs

Costs associated with the removal of overburden and other mine waste materials that are incurred in the production phase of mining operations are included
in the cost of the inventory produced in the period in which they are incurred, except when the charges represent a betterment to the mineral property.
Charges represent a batterment to the mineral property when the stripping activity provides access to reserves that will be produced in future periods that
would not hava been accessible without the stripping activity. When charges are deferved in relation to a betterment, the charges are amontized over the
reserve accessed by the suipping activity using the unit-of-production method, At December 31, 2007, the balance of deferred stripping charges was
$14,968 (2008-54,250}.

Assessment of Impairment

Management reviews the carrying value of mineral exploration properties atleast annually for evidence of impairment. This review is generally made

with refgrence to the timing of exploration work, work programs proposed, exploration results echigved by the Company and by others in the related area
of interest. When the resulis of this review indicate that an impairement exists, the Company estimates the net recoverable amount of pre feasibility study
axploration properties by refarence to the potential for success of further exploratien activity and/or the likety proceeds ta ba received from sale or assign-
ment of rights. The net recoverable amount of post feasibility study exploretion properties is determined based on undiscounted estimates ¢f future cash
flows.

For praducing mining property, plant and equipment the Company uses estimates of future cash flows to be realized from production to compare to the
carrying vafue of the property.

When the carrying values of mineral praperties are estimated to exceed their nat racoverable amounts, @ provision is made 1o write down these assets 1o
estimated fair value.

Convertible Debenture

The convertible debenture is 8 compound financial instrument. Accordingly, the fair value of the conversion right forming part of the convertible debenture
has been classitied as part of the shareholders’ equity with the balance ot the proceeds classified &5 a financiel liability. The carrying vetue of the financial
liability is being accreted to the principal amount a5 additional interest expense over the term of the convertible debenture.

Future Site Reclamation Costs

Future costs te retire an asset including dismantling, remediation and on going treatment and monitoring of the site are recognized and recorded as a
liability at fair value 8t the date the ligbility is incurred. The lizbility is accreted over time to the estimated amaunt ultimately payable through periodic
charges to earnings. In addition, future site restoration costs are capitalized as part of the carrying vatue of the retated mineral property at its initial
discounted value and amortized over the mineral properties useful life based using  unit-of-production method,

Income Taxes

The Company accounts for incoms taxes using the asset and liability methed. Under this mathod, future income tax assets and future income tax labilities
are recorded based on temporary differences between the financial reporting basis of the Company's assels and liabilities and their corresponding tax
basis. The future benefits of income tax assets, including unused tax losses, are recognized subject w a valuation allowance, 1o the extent that it is more
likely than not that such assets will be utimately realized. Thase future incoma tax sssets and listilities are measured using substantively enacted tax
rates and laws that are expected to apply when the tex liabilities or assets are to be either settled or realized.

The tax deduction tar the expandituras incurred refated to flow through share financings has been assigned to tha related shareholders, resulting in o
future income tax liability which has been recorded as a charge to share capital when the expenditures are renounced. Any recognition of a portion of
previously unrecognized tuture income tax ssets is recorded as a future income tax recovery in the statement of income.

Revenue Recognition

Estimated mineral revenue, based upon prevailing metal prices, is recorded in the financial statements when title to the concentrata transfers to tha
custamer which generally accurs on date of shipment. Revenue is recorded in the statament of incume net of treatment and refining costs paid to counter
parties under terms of the off take arrangements. The estimated revenue is recorded based on meta! prices and exchange rates on the date of shipment
and is adjusted at each balance sheet date to the date of settlement metal prices. The actual amounts will be reflected in revenue upon final settlement,
which is usually four to five months after the date of shipment. These adjustments reflect changes in metal prices and changes in quantities arising from
fina! weight and assay calculations.
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Financial Derivatives

The Company uses derivative financial instruments to manage its exposure to mete! prices and foreign exchanga rates. Derivative financial instrumaents are
measured at fair value and refiected on the balance sheet. The Company does not apply hedge accounting to derivative financia! instruments and therefore
any gains ar losses resulting from the changes in the fair value of the derivative financial instrument are included in income at each batance shest date.
Gains or losses resiiting from changes in the fair value of hedged items are included in income or expense on the date the related hedged item is sentled.

Foreign Currency Translatica

The Company uses ‘he temporal method to ranslste transactions and batances denominated in foreign currencies. Under this method, monetary items are
translated ot the rate of exchange in effect at the halance sheet date and non-monetary items ere translated at historical exchange rates. Revenue and
expense items are t-anslated at average exchange rates in the month they occur except for depletion, depreciation and amortization of assets which are
translated using the same rates as the related assets. Gains and losses on translation are recordad in the statement of income.

Segmented Information

The Company's operations are primarily directed towards the exploration, development and commercial production of mineral properties in Cenada.
These mining activit es represent a sinple reportable segment,

Stock Based Compensation

The Comgany has stack option plans that provide all option holders the right Lo elect to receive either common shares or o direct cash payment in exchange
for the options exercised. Stock basad compensation is accounted for using the intrinsic velue method. Under this method, the Company accrues a hability
for stock aptions based on the excess of the market price of the Company's common shares over the exercise price. The accrued liabitity is sdjusted at sach
balance sheet date far the affect of stock option grants, vesting of stock options, stock options exercised, as well as the effect of changes in the underlying
price of the Compant's commen sharas. The net effect of these items is charged or credited to shere based compensation expense. Any consideration
received on the exercise of stock options is credited to share capital.

Share Purchase Wairants

Share purchase warants issued are recorded at fair value in contributed surpius. [f and when the warrants are ulimately exercised, the applicable
amounts of contribul 3d surplus are ¢redited to share capital,

Debt Financing Costr
The Company expenses debt financing casts when they are incurred.

Eamings Per Commo1 Share

Basic netincame per common share is computed using the weighted average number of common shares outstanding during the pertod. Diluted netincome
per common share is computed in accordance with the treasury stock method and “if converted™ method, as applicable, which uses the weighted average
number of comman shares outstanding during the period and also includes the dilutive effect of potentially issuable common shares from outstanding stock
options, warrants and convertible debt, In addition, the refated interest and accretion on convertible debt, when dilutive, {net of 1ax} ere added back to
income, since these vould not be paid or incurred if the convertible dabentures were converted into common shares.

Measurement Uncerttinty

The preparation of financial statements in conformity with generally accepied accounting principles requires management 1o make estimates and assump-
tions that affect the reponied amount of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revanues and expenses during the reporting pertod. Significant estimates used in the preparation of these consolideted financial
statements include, atnong others, the expected economic fives of and the future operating results and nat cash flows expected to resuft from expleitation
of resource properties, the estimated emount of refated future site reclamation costs, astimated revanues, income tax provisions and essets and the
estimated fair values ¢! stock based compensation, warrants, the debt and equity components of the convertible debentures and derivatives. Actual results
may difler from those ustimates,

New Canadian Accou ning Standards Effective in 2008 and Beyond
Several new accounting standards will be applicabte to the Company commenting Januery 1, 2008 with most focused on providing additional disclosure
on vanous items.

{a} CICA 1400 General Standards of Financial Presentation - this standerd requires management to assess end disclose the ability of the Company to
cantinue as a going concern,

{b} CICA 1535 Capital Cisclosures — this new disclosure requires the Company to disclose qualitetive information about its objectives, policies and
processes for monuging capital. The Company must aiso disclose quantitative data about whal it regards as capital and whether it has complied with
any externally imposed capital requirements and, if not, the consequences of such non-compliance.

{c] CICA 303! Inventories — the new standard provides mere guidance on the determinetion of cost and requires the allocation of overhead expenses
and other costs to inventory. Inventories must be measured at the lower of cost and net realizable value. Censistent use must ba made of the method
ot determining inventory. Reversal of previous writedowns is required when thera is a subsequent increase in the value of inventories. The smount of
inventories recognized as an expense during the period shall be disclosed. Except for the new guidence on reversal of writedowns the Company’s
current practice for valuing inventory is substantially in accordance with the new standard and therefore the financial results of the Company are not
expected to be maturially atfected by the new stenderd,
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{d) CICA 3862 and 3863 Financia! Instrument Disclosuras - The new standerd establishas additional disclosures about financial instruments and
non-financial derivatives. The Company must disclose the significance of financial instruments on its financial position and performance. Disclosures
about fair value are also revised. These are new requirements to disclose qualitative and quantitative information about exposure to risks 3rising from
finencial instryments, including management’s objectives, policies and process for managing risks and information about the extent to which the
Company is exposed to credit risk, liquidity risk and market rigk.

The Company is still evaluating the impact of these new accounting standards, however their adoption is not expected to have a matesial impacton the
financia! position and results of operations of the Company.

Beyond these new standerds is the move by Canada’s Accounting Standards Bodrd to converpe Canadian generally accepted accounting principtes with
International Financial Reparting Standards {"IFRS™). The impact of IFRS on the Company's financial reporting is being evaluated. The transition will ba
tompleted by 2011.

2. CHANGE IN ACCOUNTING POLICIES

The Company adepied the provisions of Sections 3855, Financial Instruments-Recognition and Measurement, 3851-Financial Instruments-Disclosure and
Presentation, 3251 Equity, 3865 Hedgeas and 1530, Comprehensive Income, on January 1, 2007 which address the classification, recognition and measurement
of financisl instruments in the financiel statements and the inclusion of other comprehensive income. As a result of adopling thase naw standards, the
Company recorded an increase of $169 to marketable securities, a decrease of $53 to future income tax assets and an adjustment of $116 as a one-time
cumulative effect of a change in accounting policy in opening retained earnings,

Also under Section 3855, tha Company adopted a poticy to expense dabt financing fees when they areincurred and as a result the Company recarded
an adjustment to decrease opening retained easnings by $181 and increass future income tax assets by $81 to eliminate the deferred financing costs of
$262 that were capitalized and amortized under the Company’s previous accounting policy.

3. INVENTORY
i) 2006
Concentrate $ 9723 $ 8978
Supphes 10,282 4,199
$ 20,005 3 13177

4. INVESTMENT IN HUCKLEBERRY MINES LTD.

The GCompany has a 50% interest in Huckleberry Mines Ltd. {“Huekleberry™) which is engaged in copper and molybdenum mining operations in
British Columbia and which wes recorded on the equity basis until December 31, 2006.

Effective January 1, 2007 the Company regained joint control of Huckleberry and therefore, in accordance with generally accepted accounting
principles, the Company accounts for Huckleberry on the proportionate consolidation basis commencing Jenuary 1, 2007,

The Company's investment in Huckleberry is comprised of the foltowing:

2007 2006

Balance, beginning of year $ 45,438 s 11,746
Change in eccounting upon proportionate consolidation

effective January 1, 2007 [Note 17) {45,438} -

Equity income for the year - 33,682

Balance, end of year $ - S 45,438

5. INVESTMENT IN BCMETALS CORPORATION

At Dacamber 31, 2008 the Company had a 19% interest in bcMetals Corporation {“beMetals”) which is developing a copper/gold mine in British Columbia
and which was recorded on the cost basis. At December 31, 2006 the Company's investment in bcMetals was comprised of the following:

Dogembur 31 2006

Purchase of common shares (market value $8,055) $ 6,732
Acquisition costs 318
-3 .10
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In 2007 the Company purchased, in conjunction with its takeover bid of bcMetals, additional shares of beMatals at a cost of $61,480 inclusive of related
fees and expenses. The total acquisition cost of bcMetals was $68,580. This acquisition was funded from existing cash resourcas, cash generated from
cperations and a $40,000 credit facility from Edco Capital Corparation, a party related to 8 significant sharehotder {Notes 7 & 16). As of December 31, 2007
the Company held 100% of the issued and outstanding shares o bcMetals,

This transaction ha: been accounted for as an asset purchase. The consolidation paid has basn sllacated to the acquired assets based on their feir value
at the date of acquisition. The consclidated financial statements of the Company include the operating results of beMetals commencing on the date of
acquisition on Febn ary 16, 2007. The allocation of the purchase price of beMetals is summarized in the following table.

Purchase price

Cash $ 67,930
Acquisition costs 660
s 68,590
Net assets acquired
Current assets $ 2,964
Mineral property 81,500
(ther assets 132
Current liabilities 13,383)
Future site reclame tion costs {75
Fuwure income taxes {18,548}
$ 568,590
6. MINERAL PROPERTIES
2007 2006
Accumulated Accomulated
Dapletion, Depletion,
Depreciation & Net Depreciation & Nat
Cost Wiitedowns Book Value Cost Writedowns Book Value
Mineral properties s 205,15 s 51,067 $ 154,648 $ 68,962 34,565 33,997
Plant and equipment 256,444 181,446 14,998 122,652 67,804 54,848
$ 462,159 § 232513 $ 229,646 $ 191,214 102,369 88,845
The net book value of plant and equipment inchedes $nil {2006 - $3,288) under capital leases.
A summary by propenty of the net book value is as follows:
Mineral Properties
Deplatable Nan-Depletabls Total Piant snd Equipmant 2007 2006
Mount Polley $ 33489 $ 9,335 S 42,825 $ 58,563 101,388 3,486
Hucklebarry 9,107 70 9177 15,904 25,081 -
Red Chris - 89,490 89,490 - 89,490 -
Sterling - 8339 1:x ] 476 9,315 2191
Other - 4317 4317 55 4372 2563
$ 4259 $ 112,052 s 154,648 5 71,998 229,646 88,845
Mount Polley

The Company owns 100% of the Mount Palley opan pit copper-gold mine located 56 kilometres northeast of Williams Lake in central British Columbia.
The Mount Polley propurty consists of four mining leases and 44 mineral claims.

Red Chris

The Company ewns a n2t B8% interest in the Red Chris copper/gald depasit situated 20 kitometres southeast of the village of Iskutin northwest British
Columbia. The developrient of the Red Chais project into a mine is dependant upon o number of factors including the construction of a power line to service

the northwest portion o' British Columbis.
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The Company had previously received Federal and Provincial Government environmental approvals for mine development of the Red Chris project.

On September 25, 2007 the Federal Court of Canada ruted the Federal environmental assessment of the Red Chris project was procedurally incorrect and
should have been carmied out by way of a comprehensive study review and not as a screening level review, setting aside the Federal Screening Report
on the Red Chris project, issued in May 2006.

In October 2007 the rufing was appealed by the Minister of Fisheries and Oceans, the Minister of Natural Resources, the Attorney General of Canada,
and the Company. The appeal is expected to be heard by the Federal Court of Appeat in the summer of 2008 with a decision in the fall of 2008,

Sterling

The Company owns 100% of the Sterfing gotd mine near Beatty, Nevada. The Sterling mine operated as both an underground and open pit méne from 1980
to suspension of mining operations in 1937, Centain perts of the Sterling property have been reclaimad. The Starling property consists of 272 lode mining
claims plus one water well site. Net smeher royalties of 2.25% are payable on production with minimum advance royalties on 8 small portion of these
claims,

Qther Exploration Properties

The Company has interests in various other early stage exploration properties focated primarily in Canada. These properties have been acquired primarily
by steking and the cost to maintain ownership of these propertias is not significant

7. SHORT TERM DEBT

(a} Credit facility from a company controlled by a significant shareholder (Note 16}

payabla on demand with interest at 10% per annum, payable monthly, and due

on February 29, 2008 {Note 23). The credit facility is secured by a guarantee from

the Company’s wholly owned subsidiary Mount Pollay Mining Corporation, b 10,000 s -
{b} Concentrate advances of US§13,381 (2006-$nil) from a purchaser of concentrate

from the Mount Poliey Mine repayable from the sale of concentrate with interast

at three month Libor plus 2% and secured by a first charge on concentrate from

the Mount Polley mine. 13222
(¢} Equipment finance contracts aggreqating Snil {2006-$1,859} repayable in monthly

instefiments of $240 until August 2007 secured by certain mobile mining equipment

at the Mount Polley mine. This ebligation has been recorded on a present value

hasis with deemed interest at 8% per annum as the finance contracts are

interest free. - 1,869

5 8320 $ 1,869

8. LONG TERM DEBT

Nota 2007 2006
Mount Poley Mine Construction Loan fay S 2317 s 4,081
Mount Polley Bank Term Loan {b} 4,606 8,455
Mourt Polley Fimance Contract {c} 1975 2349
Mount Polley Finance Contracts 16 676
9514 155N
Less portion due within one year (4,844} {6,061)
s 4,670 $ 9510
Repayments are due as follows:
Year ending December 31, 2008 $ 4,844
Year ending December 31, 2009 2,946
Yaar anding December 31, 2010 1,048
Year anding December 31, 2011 676
Year anding Dacember 31, 2012 -
] 95014
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{al Mount Polley Mina Construction Loan
Loan in the amount of $2,917 (2006 - $4,083) secured solely by and limited in recourse to the Company's interest in the mining lease and other assets
of the Mount Poiley mine.

007 2006

Payments due in sixy monthly installments of $117 timited to a8 maximum of ten

installments per ye-ar. Monthly installments are payable only if the mine and mill are

in operation during the month. If the Company has not paid the sum of §7,000 by

Decembar 31, 2011 as a rasutt of postponements of monthly payments on the basis

described above, t1e obligation to make payments will cease on that date. s 2917 $ 4,083
Less portion representing deemed interest at 1% - (2)

2917 4,081
Less portion due within one year {1,167} {1,164)
$ 1,750 $ 2917

The obligation was o iginally recorded an a present value basis with deemed interest calculated at 7% per annum under the original repayment terms.

{b) Bank term loans nggregating $4,606 (2006-S8,465) repayable in blended monthly installments of 5344 until May 2008 and varying monthly amounts
thereatter until Ju by 2009 including interest at 6.15%, and secured by certain mobile mining equipment at the Mount Palley mine.

{c] Finance coniract aggregating $1,975 {2006-52,349) repayable in monthly installments of $44 until August 2011 including interest et Bank Prime Rate
plus 1% {7.25% at December 31, 2007} and secured by mobile mining equipment at the Maunt Polley mine. Monthty repayments are subject to
adjustment for int2rest rate movements.

9. CONVERTIBLE DEBENTURES

On March 9, 2005, the Company issued subordinated secured convertible debentures with a face value of 520,000 that mature on March 10, 2010, 89,750 of
which wera issued to a significant shareholder and directers. The net proceeds, after deduction of issue expenses of 5918, totalled $15,082. The debentures
are subordinated to a.l senior security holders and bear interest at §% per year with intergst payable semi-annually on Juna 30 and December 31, and are
convertible into comnion shares of the Company at the option of the holder at any time prior to meturity at 8 conversion price of $8.65 per common share.

The net proceeds of the debentures have been allocated between the debt and equity components based on the prorata allocation of the estimated Iair
values of gach companent on the date the canvertibte debentures were issued. The estimated fair value of the debt component was calculated as the
prasent value of the ft ture payments of principel and interest on the debentures, discounted at the prevailing rate for similar obligations without a
conversion right The nstimated fair valua of the squity comporent, the conversion right, was calculated based on a Black-Scholes Model. The financial
fiability component, representing the value allogated to the liability atinception, is recorded as a long term liability. The remaining component, representing
the velue ascribad to the holdess’ option to convert the principal balanc e into common shares of the Company, is classified as “Equity Component of
Convertible Debentures™ in shareholders' equity.

At the date of issue on March 8, 2005, the components of the convertible debentures ware:

Debt component $ 12,790

Equity component {net of financing costs of $332) 5 6,879

The debt component o° the convertible debenture will be accreted to the face valus of 520,000 through the recording of addiienal interest expense over
the term of the convertible debenture.

Convertibta debantures with a face value of $nil (2006-$5,970) were converted into cemmon shares during the years ended December 31, 2007 and
December 31, 2006, respectively, The face value of the conventible debentures outstanding at Decamber 35, 2007 is $13,980 (2006-$13,980}, which if converted
at the conversion ratio of one common share per each $8.65 of face value, would result in the issuance of 1,616,185 [2006-1,616,185) common shares.

007 W6
Batance, beginning of year $ 10,513 s 13,720
Accretion 982 1,205
Conversion to shares - {4.412)
Balance, end of year $ 11,455 $ 10513
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10. FUTURE SITE RECLAMATION COSTS

2007 2006
Balance, beginning of year 3 3415 s 3549
Accretion s 261
Costs incurred during the year {240} -
Additions to future costs 6,149 43
Acquisition of bcMetals (Nate 5) 75 .
Consolidation of Huckleberry {Note 4) 7,903 -
Change in estimates of future costs and effect of translation of foreign currencies (163} (538}
Balance, end of year 17,848 3415
Less portion due within one year {987} .

s 16,861 $ 3Nng

The total undiscounted amount of estimated cash flows required to settle the obligations is $49,254 {2006-35,180) which has been discounted using

credit adjusted risk free rates of 7% to 8% (2006-7% 1o 8%). The reclamation obligations for the Mount Polley mine is expected to be paid during the years
2008 to 2014, The reclamation obligation for the Huckleberry mine is expected to'be paid primarily during the years 2008 to 2015, The raclamation obligation
for the Sterling mine is expected to be paid in 2012 The amounts and timing of mine closure plans for the Mount Potley, Huckleberry and Steding mines
will vary depending on a number of factors including exploration success and alternative mining plans. Assets with a fair value of $5,928 ({2006-53,854)

are legally restricted for the purposes of settling asset retirement obligaticns (Note 18).

11. SHARE BASED COMPENSATION

The Company recognizes a liability for the potential cash settlements under its Share Option Plans [Note 12}, The current portion represents the maximum
amount of the liability payable within the next tweive month period if a!l vested options are surrendered for cash settlement,

2007 2006
Balance, beginning of year s - s
Racognition of initial liability on amendment to the stack option plans 14,908 -
Share based compensation (1,932) .
Cutrent period payment for optigns exercised {2,842
Transferred to share capital on issuance of common shares {5,116}
Balance, end of year 5,019
Less portion due within one year {4,736)
$ 283 $

In conjunction with the recegnition of the liability for shara based compensation, the Company changed fram the straight line method of calculating vested
options to the greded vesting method. The graded vested method results in front end loaded vesting compared to the straight line method which allocates
vesting equally over the vesting period. It is not practical to determing the impact of the change in method on periods subsequent to the change in methods
as tha calculation may be significantly impacted by changes in the Company's share price and therefare the disclosure would not be meaningful.

12. SHARE CAPITAL
{a} Share Capital

Authorized
50,000,000 First Preferred shares without par value with special rights and restrictions
to be determined by the directors (outstanding — nil}

50,000,000 Second Prefarred shares without par value with rights and restrictions
to be determined by the directors (outstanding - nil)

Unlimitad number of Common Sharas without par value
{b} Share Option Plans

Under the Share Dption Plans, the Company may grant oplions to its directors, officers and employees not to exceed 10% of the issued common shares
of the Company. At December 31, 2007, 2,011,914 common shares remain available for grant under the plans. Under the plans, the exercise price of each
option equals the market price of the Company’s shares on the date of grant and an option’s maximum term is 10 years. Options are granted from time t0
time by the Board of Directors and vest over a three ycar period.
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In June 2007 the Company amended its outstanding Share Option Pians providing afi option holders the right, in lieu of receiving common shares, to receive
e cash payment fror1 the Company equal to the difference between the exercise price of each stock option and the market price of the Company’s common
shores on the date ¢f exercise. As @ result of this change to the Share Option Plans, generally accepted accounting principles result in a liability being
recorded for the intrinsic value of the stock options {Note 11},

In 2007 and 2006, the Company granted its directors, officers and employees opfions to purchase 130,000 common shares and 260,000 common shares
respectively, of the (Gompany. Options to purchase 100,000 common shares were granted after the Company amended the payment alternatives as noted
above and therefore there is no calculation of fair value for these options using the Black-Scholes option pricing model, The fair vatue of the share options
issued on the dates noted below were estimated at the date of grant using the Black-Scholes option pricing model, based on the following terms and

assumptiens:

February 2§ May 25 January 6
Date options issued x07 2006 2006
Number of options 90,000 60,000 200,000
Exercisa price $ 10.90 s 9.10 $ 530
Estimated fair value per share s 442 H 4.66 s 255
Dividend yield 0% 0% 0%
Pisk free imerest rate: 19%5% 4122% 1%
Expected life 3.55 years 355 years 355 years
Expected volatility 0% 68% 56%

The determination of expected volatility contained in the eption pricing model is based on subjective assumptions which can materially affect the
fair value estimate of the options st the date of grant.

A summary of the sta-us of the Company’s Share Gption Plan as of December 31, 2007 and changes during the year is presented below.

007 2006

Number ol Weighted Average Number of Waighted Averags

Shares Exercise Prico Shares Exgreise Prico

Outstanding a1 beginring of year 1,996,333 s 494 2,072,000 $ 146

Granted 190,000 3 12.42 260,000 $ 8.18

Exercised {909,666} § m (2806670  § 242

) Lapsed (15000} $ 10,90 {45000 5 6.60
Dutstanding at end of year 1,261,667 s 138 1,996,333 $ 494

Options exercisable ek end of year 500,000 s 6.64 904,666 s 105

The folfowing table su nmarizes information about the share optians outstanding at December 31, 2007:
Options Qutstanding Options Exercisable

Weighted Averags
Remaining
Exarcise Prico Number Qutstanding Contractual Life Number Exercisable
$530 133,34 4.0 years !
. $6.60 898,333 2.6 yoars 484,999
' $6.80 B.000 2.0vears 8,000
| $9.10 47,000 40 years 7.000
' $10.90 75,000 5.0 vears -
$13.26 90,000 6.0 years
$14.30 50,000 6.0 years

i
|
I
| 1,261,667 3.2 years 500,000
I
i

{¢) Normai Course Issur Bid {“NCIB"}

. 0On September 18, 2007 the Toranto Stock Exchange (the “TSX") accepted for fiting the Company’s Notice for its NCIB to be transacted through the tacilitias
of tha TSX.

Pursuant to the NCIB, the Company may purchase up to 1,305,150 comman shares, which represents 10% of the public float and approximately 4% of the
total 32,687,465 commar: sheres of the Company issued and outstanding as of September 12, 2007. Purchases will be made, at the discretion of the Company
8l prevailing market prices, commencing September 20, 2007 and ending September 19, 2008. Pursuant to TSX policies, daily purchases made by the
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Company will not exceed 11,787 common shares or 2% of the Company’s average daily trading volume of 47,148 common sheres on the TSX, subject to
cenain prescribed exceptions. The Company intends to hold o1l shares acquired under the NCIB for cancellation. The funding for any purchasa pursuant
to the NCIB will be financed out of the working cepital of the Company.

in the year ended December 31, 2007, the Company did not purchase any shares under the NCI8.
{d) Warrams

All gutstanding share purchase warrants were exercised during the year ended December 31, 2007,

13. INCOME AND MINING TAXES

The reported income tax provision difiers from the amounts computed by applying the Canadian federal and provincial stetutory rates to the income
before income taxes due to the following reasons:

07 2006
Amount % Amount %
Income before taxes s 37,800 1000 s 103,843 100.0
Income taxes thereon at the basic statutory rates $ 12,897 ) $ 35,431 .1
Increase {decrease} resulting from:
Tax benefits not recognized in the period foss was incusred 1228 32 (666} (0.6)
Non deductible share based compensation expense 1633 45 102 07
B.C. minerai taxes 1314 35 1,890 18
Effect of rate changa {5,323 {141} (32} .
Adjustment for taxes in prior periods 2,850 15 - -
fesource allowance - - (1,028) 0.0
Change in valuation allowance . - (2.495) (24)
Non taxable equity income from Huckieberry - - (11,49} {1y
Other 412 12 (470} (0.5)
Income and mining taxes $ 150N X8.9 $ 21,836 20
Currant taxas s 13,712 s 2428
Future income taxes 1,299 19,408
3 15,07 $ 21,836
Future income tax assets and future income tax liabilities are as follows:
007 2006
Future income tax assets
Mineral properties $ 25,676 § 19,409
Net operating tax losses carried forward 1,862 2,802
Other 1,546 1,648
Future tax assets 35,084 23,860
Less valuation allowance (32,736) {21,913
2348 1,947
Future income tax liabilities
Minera! properties 38390 18,743
Timing of partnership items 359 -
Other 198 2,956
42,181 21,705
Net future income tax liabilities $ {35,833) s {13,758)
Net Future Income Tax Agsets (Liatilities)
Current portion s (3791} S {2,956}
Non-current portion {36,042} {16,802}
$ {39.833) 3 {19,758}
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As at December 31, ;007 the Company had net oparating tax Ioss carry forwards in Canada of approximately $15,018 which can be applied to reduce
future Cenadian taxabla income and will expire in 2008 to 2026. In addition, the Company had net operating tox loss carry forwards in the United States of
approximately US$11,333 which can be applied to reduce future US taxable income and will expire in 2069 to 2076, A valuation allowance has bean appfied
ta the tax benefit of $10,974 of net operating tax loss carry forwards in Canada and to US$11,333 of net operating tax loss carry forwards in the United
States. The tax benetit of these amounts has not been recognized in these financial statements.

14. DERIVATIVE INSTRUMENTS AND MARGIN DEPOSITS

2007 006
Assats
Current
Security deposits with counterparties [US$nil (2006-US$1,125]] ] - $ 131
Put options purct ased [US$5,280 (2006-1588,914)] 5217 10,388
$ 9217 $ 11,659
Non-current
Security deposits with countarparties [USS1,000 (2008-USSnil) s 988 H -
Put options purct ased [USST,332 (2006-USE8.914)) 1,316 -
3 2,304 S -
Liabilities
Call options sold |USS2,245 (2006-US$3.255)) $ 720 3 319
Forward sale obli gations [US$798 {2006-USSnif)] 187 .
$ 3,007 H 313

Security deposits required to be paid by the Company to counterparties are ¢alculated based on the fair value of the derivative instrument on each trading
date, net o! the credil tacility provided by the counterparties.

At December 31, 2007’ the Company had entered into various contracts to protect the cash flow from Mount Poltey and Huckleberry against e decling in
the price of copper. These contracts do not qualify for hedge accounting and theretore the Company accounts for these contracts s investments and
records changes in the unrealized gains or losses on these contracts in the statement of income each period and records the fair value of these derivative
instruments as a current asset or current liability 8t each balance sheet date. The fair value of these financial instruments has been recorded as sither

an asset ar a liability as of December 31, 2007 depending on the atiributes of the contracts.

From time to time the Company purchases put options, sells call options, and enters into forward sales cantracts to manage its exposure te changes in
copper prices. Optior contracts outstanding at December 31, 2007 are as follows:

Weighted Average
Mirimum Maximum Put Options Call Options
Price US$L Price USSNb Purchased Sold
Ibs of copper Ibs of coppet
Contract Period

January to Decemter 2008 $ 285 H 357 31,802,000 36,046,000
April to December 2008 § 200 § - 6,366,000 -

January to December 2009 s 183 $ - 14,954,000

January ta March 2010 $ 1.80 $ . 4,299,000

Thase put and call option contracts ensure that the Company will receive a price per pound of copper sold that is within the minimem/maximum prica range
noted above for the net pounds of copper specified in the contract. The put options contracts ensure that the Company will receive a price per pound of
copper that is no less than the minimum price for the net paunds of copper specified in the contract.

Forward sales contracts ouvtstanding 6t December 31, 2007 are as follows:

Price USHb Forward Sates
Ibs of copper

Contrect Period
Januery to December 2008 s 3.00 8,901,000
Janusry to March 2009 $ 3.08 1,584,000

n
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Thase forward contracts ensure that the Company will receive a price per pound of copper s0d that is equal to the price noted above for the net pounds

of copper specified in the contract.

From January 1, 2008 to March 13, 2008 the Company purchu;sad put options, sold cal! aptions snd entered into forward sales contracts to manage its
exposure to changes in copper prices. The net pounds of copper and the exercise price under option contracts is as follows:

Weighted Average
Minimum Maximum Put Options Call Options
Pace US§Tb Prica USHtD Purchased Sold
Ibs of copper Ibs of copper

Contract Period

February and March 2008 $ 3.00 $ - 2,976,000 -
July to December 2008 L3 3.00 $ 355 7,937,000 7,937,000
January 10 June 2009 $ 300 $ 385 7,275,000 1,275,000

These put and call option contracts ensure that the Company will receive a price per pound of copper sold that is within the minimum/maximum price
range noted sbove for the net pounds of copper specified in the contract. The cell aptions contracts ensura that the Company will receive a price per
pound of copper that is no more than the maximum price for the net pounds of copper specified in the contract.

Forward sales contracts entered into during this period are as follows:

Price USS1h Forward Sales
ibs of copper

Contract Period
April and May 2008 $ 352 110,000
June and Juty 2008 § ki) 992,000

These forward contracts ensure that the Company will receive US$3.52 and USS3.79 per pound of copper respectively for the nat pounds of copper

specified in these contracts.

15. INCOME PER SHARE
The following table sets out the computation of basic and diluted net income, nat of 1ax per commen share:

00 006
Numerator:
Nat Income $ 2729 H 82,007
Dengminator:
Basic weighted-average number of common shares outstanding 31,858,466 29,801,115
Effect of dilutive securities;
Stock options 956,522 913,250
Wharrants - 454,587
Diluted potential common shares 556,522 1,367,837
Dituted weighted-sverage number of common shares outstanding 32,424,988 31,168,952
Basic netincome per common share ] s on $ 275
Dituted net income per common share s 0.70 - 263

Excluded from the calculation of dituted net income per common share for the yesr anded December 31, 2007 were 100,000 sheres (2006-120,000 shares)
retated to stock options and 1,616,185 shares {2006-1,616,185 shares) related to the convertible debentures because their effect was anti-dilutive.

2
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16. RELATED PARTY TRANSACTIONS
Related party transactions and balances with a company contrelled by a signiﬁcén! shareholder and directors are as follows:

2007 2006
Short term debt (Notn 7) $ 10,000 § .
Convertible debenturss (at face value) {Nate 9) $ 8,750 $ 9,150
Interest expense on lang term debt S 585 § 585
Other interest expen: e $ 2,015 $ 1,284
Financing casts § 400 $ -

17. JOINT VENTURES

Included in the consalidated financial statements of the Company are the foltlowing amounts representing the Company's interests in joint ventures
consisting primarily of a 50% joint venture interest in Huckleherry assets, liabilities and results of operations:

20072 2006
Balance Sheet
Current Assets
Cash and cash equisalents $ 18,669 $ 4,792
Short term investme nts 10,835 11,812
Other current assat: 11,859 16,405
41,363 33,008
Mineral property 25,689 21,869
Other assets 39 1,605
70,969 56,483
Current Liabilities
Accounts payable ar d other current liabilities {13,355) {4,003}
! Future income 1axes - {257}
Future site restoration costs {13,199) {6.785)
s 44415 $ 45,338
Statement of Income und Comprehensive Income
Revenues s 89,117 $ 96,494
Expenses 51,780 51,605
Income before unde  noted 37,331 44,889
Lossas on darivativa instruments 14,125 108
Income and mining tixes 12,098 11,089
Net Income and Comprehensive Income s 11,114 $ 33,692
Staternem of Cash Flows
Operating activities $ 36,305 $ 43,795
Financing activities . (60,717}
Investment activities {7,355) {7,104)
Ettact of foreign exchange on cash balances {2.924) {242}
Increase [decrease} in cash and cash equivalents $ 26,127 H {19,268

{1} Hutklebarry was accot med for on the equity basis during 2006. Tho amounts prasented lor 2006 are for information purposas and represant tho Company's 50% joint venture
shasg of Huckleberry a:: if Huckleberry had been accounted for on the propertionate consali¢ation basis during 2006,

{2) Efective May 31, 2007 t1a Company holds a 35% intecast in tho Porcher Island Joint Vanture whose only axsat is the Parcher Island mineral property [$411) and only liabikty ts
accounts payable {$43} There were no operations during the year 2007 as the joint ventura is currently in the exploration stage. The balances rctated 1o the Porcher [slead Joint
Venture are included in the disclosure above,
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18. COMMITMENTS AMD GUARANTEES
At December 31, 2007 the Company is committad to tuture minimum opareting irase payments a5 follows:

2008 $ 350¢
2009 K}
2010 258
20m 254
2012 107

4 1,286

At December 31, 2007 the Company had capital expenditure commitments totaling $347.

The Company has pledged certain mining equigment and supplies inventory at the Mount Polley mine as security for Mount Polley mine future site
reclamation obligations.

19. FINANCIAL INSTRUMENTS, INTEREST RATE AND CREDIT RISK

At Dacembar 31, 2007 the carrying valua of cash and cash equivalants, short term investments, marketable securities, accounts recgivable, denivative
instrument assets and margin call deposits, future sita reclamation deposits, and accounts payable and accrued liabilities, taxes payable, derivative
instrument liabilities, share based compensation kakility, short term and long term debt, and the defbt component of the convertible debenture approximates
their respective fair values. Management believes that the carrying valua of short term and long term debt and the debt component of the convertible
debentures approximate fair value as interest rates and credit spreads have not chenged materially since the instruments were issued.

Interest rate risk is the risk 1o the Company's earnings that arises from fuctuations in interest rates and the dagree of volatility of these rates.
Tha Company does not use derivatives to manage this risk.

The Company’s Canadian mineral revenues have historically been dependent on selling concentrates to four or five smelters or traders. However, as these
customers are large, well cepitalized gnd diversified multinationals, credit risk is considered to be minimal.

The Company is exposed to fluctuations in commodity prices and exchange rates and from time 10 time gntars into contracts to manage its exposure and
is subject to risk of default by counter parties in conngction with these arrangements {Nota 14).

20. NET CHANGE IN NON CASH OPERATING WORKING CAPITAL BALANCES
AND SUPPLEMENTARY CASH FLOW INFORMATION
The nat change in non cash eperating working capitel balances consists of the following:

007 2006

Accoums receivable $ 4,510 $ 3478
Invantory {1,355) ran
Derivative instrument essets and margin deposits 1724 {3,849)
Accounts payable and accrued liabilities 4,918 13
Taxes payable 4988 146
Derivative instrument liabilities {6,392) 859
$ 14,393 s 2674
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21. SEGMENTED INFORMATION

2007 206

Revenue by geographic area
Japan $ 157,418 $ 114,903
United States 71,430 66,037
Europe 32,487 29,459
Canada 3,592 1,048
$ 264 987 $ 211,447

In 2007, the Company had five principal customers (2006-four principal customers) with each customer accounting for 27%, 20%, 15%, 13% end
11% of revenues (2003-31%, 28%, 26% and 14% of revenvesl.

22. CONTINGEIT LIABILITIES

During the year ende:) December 31, 2007 the Company acquired bcMetats [Noto 5) which is a party to four legai actions and one contingent liability
pertaining to the Red Chris project. The status of these actions are as follows:

{a} Canadian Environinental Assessment Act

Cn September 25, 20(7 the Federal Court of Canada ruted that the Federa! environmental assossment of the Red Chris project was procedurally incorrect
and should have been carried out by way of a comprahensive study review and not es a screening level review, setting aside the Federal Screening Report
of bcMetals’ Red Chr:s project, issued in May 2006.

In October 2007 the riiling was appealed by the Minister of Fisheries and Oceans, the Minister of Natural Resources, the Attorney General of Canada
and by bcMatals. The appeal is expected to be heard by the Federal Court of Appeal in the summer of 2008 with a decision in the fall of 2008.

Atissue s the nature of the discretion of Federal authorities to scope a project under the Canadian Environmental Assessment Act.
The Red Chris project was subject to both Provincial and Federal environmental raview.

Based on the initial project description, Red Chris was first scoped for comprehensive study level review by the responsible Federel authorities.
Faliowing receipt by the responsible Federal authorities ot additional project information including the fact that the project was undergoing a full Provincial
anvironmental assessment, it was determined that the Federal environmantal assessment would proceed by way of a screening report.

Accardingly, comprehensive anvironmental review of the Red Chris project was carried out by the Province under the B.C. Environmental Assessment
Act, in full cooperation with the Federal responsibla authorities. This was in keeping with efforts by Provingial and Federal environmenial agencies and
leqistation aimed at harmanizing Federal and Provincial environmental review.

The Provincial review process covered the technical, environmental, and socio-economic elemants of the project and includad consultation withthe
Tahttan First Nation and other focal communities. Environmental assessment application documents were made available for public review at local
Libraries in Smithers, Terrace, and Stewart and the Governmant Agent’s office in Dease Lake and Band Dffices in |skut and Telegraph Creek. Notices of
the availability of these documents with the public comment pericd were advertised in the BG Gezette and local newspapers. The documents were also
made available throu3h the Provincial and Federa! environmental assessment office websites. Gpen houses were conducted in Stewart, Iskut, Dease
Lake and Telegraph Creek, the four communities closest to the Red Chris Project.

In Juty 2005, the Provincial Environmental Assessment Report concluded the project was not likely to causa significant adverse environmental effects.
The project subsequuntly received a Provincial Environmental Certificate. In April 2006, the Federal responsible authorities issued o Screening Report
which also concludeil that the projact was not likely to cause significant adverse environmental effects.

The appealed judgme ntimpacts only the Federal environmental assessment. There is ne impact on the Provincial Environmental Certificata. If tha appaal is
successful, the Screening Report will stand. If the appeal is unsuccessful, the responsible Federal suthorities will be required to carry outa comprehensive
study level review, st bstantially duplicating the work that has baen carried out by the Province under the B.C. Enviranmantal Assessmant Acl.

As the outcome and timing of the appeal is not certain, and a decision either way could be subject to further appeal, work on the comprehensive review
has cammenced and will continue until such time as the comprehensive review is completed or the ability of the responsible Federal authorities to praceed
by way of a screening report has been judicially confirmed. The ability of responsible Federal authorities to exercise discretion in the assessment of projects
goes far beyond the Hed Chris project as it impacts the cost and timing of Federal enviranmental assessment tor all projects that trigger the Canadian
Environmental Assessment Act across the country.

3%
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(b} Trafigura Beheer BV

In November 2006 beMetals commenced an action against Trafigura seeking a declaration that there is no binding and enforceable agreement between
bcMetals and Trafigura for the sale of copper concentrates from the Red Chris project. Trafigura has counterclzimed that there is a binding end enforceable
salas agreement between bcMetals and Trafigura for the sale of copper concentrates from the Red Chris project. This action is in the discovery stage.

{c} Glencore Ltd.

In November 2006 Glencore commeanced an action against bcMetals seeking 1o enforce a contract for the sale of copper concentrates tram the Red Chris
project beMetals has counter-claimed against Glencore seeking damages for contractual interference. This action is in the discovery staga.

{d} American Bullion Minerals Ltd. ("ABML")

In October 2006, two minority shareholders of ABML filed a Petition in the Supreme Court of British Columbia seeXing to certify the Petition as a class
action proceeding and seeking, primarily, a declaration that the affairs of ABML had been conducted in 8 manner gppressive te its minority shareholders
and an order that beMetals, the 52% awner of the issued shares of ABML, purchase the shares of the minarity shareholders of ABML which is in bankruptey.
The Petiticners subsequently filed a motion an March 23, 2007 seeking to have the bankruptey annulled. At the request of the Court, the Petitioners filed

an Amended Petition in April 2007. The Trustee in Bankruptcy challenged the stending of the Patitioners to bring @ motion in the bankruptcy proceeding.
The Court ruled that the Petitioners have standing in the bankruptcy proceeding. The motion to annul the bankruptey will likely be heard on its merits in
second quarter of 2008. The claim of oppression has been stayed for the time being.

{e} Jiangxi Copper

in February 2007 bcMetals was esked to pay e LIS$1,000 break fee to Global International Jiengxi Copper Mining Comgpany Limited for non complation of a
proposed limited partnership for the devetopment of the Red Chris project. The Company's position is that not all the underlying conditions cf the agreement
have been met and therefore no break fee is payable. No amount has been accrued in these financial statements in connaction with the reguested break
fee. Should bcMetals be required to pay a break fee, the amount paid will be charged to expense in the Statament of Income.

23. SUBSEQUENT EVENT

Subsequent to December 31, 2007 the Company entered into a $30,000 short term revolving werking capital facility with a syndicate of lenders which
inclede a company controlled by a significant shargholder (Nate 16) and a company controlled by e director. This credit facility bears interest at 10% per
annum, payable monthly, and is due on Febsuary 15, 2003. The facility is secured by a flpating charge on ell the assets of the Company plus guarantees by
Mount Polley Mining Corparation and Red Chris Development Company Ltd. In cansideration of the facility, the lenders will be granted one warrant for
each $25.00 advanced under the facility such that warrants ta purchase up to 1,200,000 common shares of the Company at $10.00 per share, exercisable
until July 31, 2009 could be granted. A maximum of 1,200,000 warrants would be issued if the facility were fully drewn. An arrangement fee of $225 was
paid to the lenders.

This facility was used to repay the batance owing on the short term debt incurred to purchase becMetals (Note 7(a)} and the balance is available for
general working capital purposes.

36
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Imperial Metals Corporation

NOTICE OF ANNUAL GENERAL MEETING

NOTICE 1S HEREBY GIVEN that the Annual General Meeting (the “Meeting™) of the sharcholders of
IMPERIAL METALS CORPORATION (the “Company™) will be held at the offices of Fasken Manineau
DuMoulin LLP, Suite 2900 - 550 Burrard Street, Vancouver, British Columbia, on Monday, May 12, 2008, at
2:30 p.m. (Pacific Time} for the following purposes:

To receive audited Consolidated Financial Statements of thc Company for the year ended December 31, 2007,
together with the Auditors’ Report thereon;

To set the: number of directors of the Company at four;
To elect clirectors;
To appoint auditors;

To transact such further and other business as may properly come before the Meeling or any adjournment
thereof.

The accompanying Information Circular provides additional information relating to the matters (o be dealt with at
the Meeting and is supplemental to and expressly made a part of this Notice of Mecting.

If you are a registered sharehotder of the Company and unable 1o attend the Meeting in person, please complete the
accompanying form of proxy in accordance with the instructions set out in the proxy and in the Information Circular
accompanying; this Notice,

DATED at Vencouver, British Columbia, this 17th day of March, 2008.

BY ORDER OF THE BOARD
(signed) “J. Brian Kynoch"

J. Brian Kynoch, President
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Security Class

Holder Account Numbes

Form of Proxy - Annual General Meeting to be held on May 12, 2008

This Form of Proxy is solicited by and on behalf of Management.

Notes to proxy
1. Evary holder has the right by 2ppoint soms cther person or compiny of thalr cholce, who nesd not be 2 holder, to attand and act on thals behalf at the meeting. if you wish to
ppoint a person or company other than the parsons whose names are printed herein, please Insert the name of your chosan proxyhotder In the space provided (see reverse).

1t you are voling on behalf of ¢ corporation or anothet individual you may be required 1o provide documentation evidencing yous power o sign this proxy with sigring capacity stated.
This proxy should be sipned ki the exact mannes a3 the name appears on the proxy.

IF this proxy is not dated, i will be deemed lo bear the date on which itIs mailed by Managemen! to the holcer.

The securitlos caprasented lry this proxy will be voted as diracted by the holder, howover, it such s direction I3 not made in respect of any matter, this proxy will ba voted as
recemmended by Managemant.

6 mawidesrwruuuedbywspmxywbevotedaMMeldfromvou‘ng,hmdamvdmmahsmbmormruda.manybawmalmbecaledbund.ﬂlhomuerhas
spedﬁedadﬁmudmrespec:bmmnamheadsdm.hsw.niﬁeswiubovolodlmrdimry.

7. This prexy confars discreliona y authosity in respecl of amandments ko matigrs identified In the Notica of Meeting or other matters the! may property come before the meeting.
8. This proxy shouhd be read in canjunciion with the accompanying documantation provided by Managemant

;oW

Proxies submitted must be recelved by 2:30 pm, Pacific Time on Thursday, May 8, 2008. P

VOTE USING THE TEILEPHONE OR INTERNET 24 HOURS A DAY 7 DAYS A WEEKI

AN
-
To Vote Using the Telep _ To Vote Using the Internet

+ Call the umber isted BELOW from a touch lone + Go to the following web sile:
telephons. wrw. Invesicivote.com

1-B56-732-VOTE (8683) Toll Fres

H you vote by telephone or the Internet, DO NOT mail back this proxy.
Yoting by mall may be the only misthod for securkties held in the name of 3 corporation or securities being votad on behatf of snother individual.

Voting by mall or by internet are ‘ha onty methods by which a hokler may appoin! a person a3 proxyholder other than the Managament nominees named on the reversa of this proxy. Instead of
malhgmispmxy.wumydmsemodlhemmngmmmmm'elovotawspmy.

To vote by telephons of the Inter 1, you will need to provide your CONTROL NUMBER, HOLDER ACCOUNT NUMBER and ACCESS NUMBER listed betow.
CONTROL NUMBER HOLDER ACCOUNT NUMBER ACCESS NUMBER

2IVEDE0LY. K SEDARDO0001/0000014
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Appointment of Proxyholder

The undersigned |“Registered Shareholder”) of Imperlat Matals Corporation Print the name of the person you ars
{the "Company”) hereby appoints: J. Brian Kynoch, or failng him, Andre H. appointing H this parson '3 scmecne
Deepwall OR  gtherthan the Management

Nominees iisted horein,

s mylour proxyholder with full power of substitution snd 1o vola In accordance with the fuliowing direction (or if ne directions have been given, Bs the proxyhotder seas fit) and all other
matters that may property come before the Annual Ganeral Meeting of mperial Metats Corporation 1o ba hield in the boardroom of Fasken Martineau DuMoufin LLP, 2000 - 550 Burrerd

Strest, Vancouver, British Columbiia on Monday, May 12, 2008 &t 2:30 p.m. Pacific time and at any adjoumment hereal.
VOTING RECOMMENDATIONS ARE INDIGATED BY TN TIPRIZ 4] OVER THE BOXES,

1. Set the Number of Directors
Set Ihe number of directors at four (4).

m Agsinst
0o

2. Election of Directors

Withhald . @ vwinheuw
01. J. Brian Kynoch D D 02. Pierma Labed D D 02, Lanry G. Mosller

04, Edward A, Yurkowsid D D

Withhold  Fai

O O

3. Appointment of Auditors
To appoin Oeloitta & Touche LLP, as auditors of the Company for the ensuing year,

Withhotd

O d

Authorized Signature(s) - This section must be complated - Shnstusts)
for your instrictions to be executed.

o suthorize you to adl in accordanco with myfour instructions set out above, UWa hereby
revoke any praxy previously given with respect to the Mesting. If no voting instructions are
indicated above, this Proxy wEl bo voted as recommended by Management

Date

NERL Y

Interim Financial Statements Annual Report

Mark this box if you would Kke & receive interim Bnancial statements and accompanying Mark this box il you would ke to receive the Annual Reporl and
&:::mlonmmmhbym. D mmu':’mwmrsmmmmm mal. D

Management’s
If you are nol maiking back your proxy, you may register onfine to receiva tha above financial raport{s) by mai at www.compruiershare.comimalinglist

[ | 0378909 ' AR 1
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IMPERIAL METALS CORPORATION
200 - 580 Hornby Strect, Vancouver, BC V6C 3B6

INFORMATION CIRCULAR
As at March 17, 2008

INTRODUCTION

This Information Circular accompanies the Notice of Annual General Meeting (the “Meeting”) of the shareholders
of Imperial Metals Corporation (the “Company™) to be hetd on Monday, May 12, 2008 at the time and place set out
in the accompanying Notice of Meeting. This Information Circular is furnished in connection with the
solicitation of proxies by management of the Company for use at the Meeting and at any adjournment of the
Meeting,

PROXIES AND VOTING RIGHTS
Management Solicitation and Appointment of Proxies
Registered Shareholders

The persons named in the accompanying form of proxy are nominees of the Company’s management. A shareholder
has the right to appoint a person (who nced not be a sharcholder) to attend and act for und on the shareholder’s
behalf at the: Meeting other than the persons designated as proxyholders in the accompanying form of proxy. To
exercise this right, the shareholder must either:

(8) on the accompanying form of proxy, strike out the printed names of the individuals specified as
proxyholders and insert the name of the shareholder’s nominee in the blank space provided; or

(b) complete another proper form of proxy.

To be valid, a proxy must be signed by the shareholder or his or her lcgal personal representative. In the case of a
corporation, the proxy must be signed by a duly authorized represcntative of the corporation,

The completcd proxy, together with the power of attomey or other authority, il any, under which the proxy was signed or
a notarially centified copy of the power of attorney or other authority, must be reccived by Computershare 1nvestor
Scrvices Inc., Attention: Proxy Department, 9" Floor, 100 University Avenue, Toronto, Ontario M3J 2Y1L, by
2:30 p.m. (Pacific time) on Thursday, May 8, 2008 or not less than 48 hours (excluding Saturdays, Sundays and
holidays) betore the time that the Meeting is to be reconvened after any adjournment of the Mecting.

Non-Registered Shareholders

Only regist:red shareholders or duly appointed proxyholders are permitted to vote at the Meeting.
Shareholders who do not hold their shares in their own name (referred to herein as “Beneficial
Shareholders™) are advised that only proxies from shareholders of record can be recognized and voted at the
Meeting. ' :

If common shares of the Company are listed in an account statement provided to a shareholder by a broker, then in
almost all cases those shares will not be registered in such shareholder's name on the records of the Company. Such
shares will more likcly be registered under the name of the shareholder’s broker or an agent of that broker. In
Canada, the vast majority of such shares are registered under the name of CDS & Co. (the registration name for The
Canadian Desository for Securities Limited), which company acts as nominee for many Canadian brokerage firms,
Common sheres so held by brokers or their nominces can only be voted (for or against resolutions) upon the
instructions of the Beneficial Shareholder. Without specific instructions, brokcrs/nominces are prohibited from
voting shares. for their clients. The directors and officers of the Company do not know for whose benefit the
common shates of the Company registered in the name of CDS & Co. or any other sccurities depositary firms or
brokerage houses are held.
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In accordance with National Insirument 54-101 of the Canadian Sccurities Administrators, the Company has
distributed copies of the Notice of Mecting, this Information Circular and the form of proxy (the “Meeting
Materials™) to the clearing agencies and intermedianies for onward distribution to Beneficial Shareholders with a
request for voting instructions.  Applicable regulatory policy requires intermediaries/brokers 10 seek voting
instructions from Beneficial Shareholders in advance of shareholders’ meetings unless the Beneficial Shareholders
have waived the right 10 reccive meeting materials. Every intermediary/broker has its own mailing procedures and
provides its own return instructions, which should be carefully followed by Beneficial Shareholders in order to
cnsure that their shares are voted at the Meeting. Ofien the request for voting instructions supplied to a Beneficial
Sharcholder by its broker is identical to the form of proxy provided by the Company to the registered shareholders.
However, it is not a valid proxy; rather it is to bc used as a means of instructing the registered shareholder how to
vote on behalf of the Beneficial Shareholder. Very ofien, intermediaries will use service companies te forward the
Meeting Materials lo Beneficial Shareholders. Generally, Beneficial Sharcholders who have not waived the nghi te
receive Mecting Matcrials will either:

(a) be given a form of proxy which has already been signed by the intermediary (typically by a facsimite,
stomped signature), which is restricted as to the number of shares beneficially owned by the Beneficial
Sharchotder but which is otherwise not completed. Because the intermediary has already signed the form of
proxy, this form of proxy is not required to be signed by the Beneficial Shareholder when submitting the
proxy. In this case, the Bencficial Sharcholder who wishes to submil a proxy should otherwise properly
complete the form of proxy and deliver it to Computershare Investor Services Inc. as provided above; or

(b)  more typically, be given a voting instruction form which is not signed by the intermediary, and which,
when properly completed and signed by the Beneficial Sharcholder and retummed to the intermediary or its
service company, will constitute voting instructions (often called a “proxy authorization form™) which the
intermediary must follow. Typically, the proxy authorization form will consist of a one page prz-printed
form. Sometimes, instead of the one page pre-printed form, the proxy authorization form will consist of a
regular printed proxy form accompanied by a page of instructions, which contains a removable label
containing a bar code and other information. In order for the form of proxy to validly constitute a proxy
nuthorization form, the Beneficial Sharcholder must remove the label from the instructions and affiy. it 10 the
form of proxy, properly complete and sign the form of proxy and retumn it to the intermediary or its service
company in accordance with the instructions of the intermediary or its service company.

The majority of brokers now delcgate responsibility for obtaining voting instructions from Beneficial Sharcholders to
Broadridge Financial Solutions Inc. (“Broadridge™). Broadridge typically supplies a special sticker to be attached to the
proxy forms and asks Beneficial Shareholders to return the completed proxy forms to Broadridge. Broadridge then
tabulates the results of all instructions received and provides appropriate instructions respecting the voting of shares to be
represented at the Meeting. A Beneficial Sharcholder recciving such a proxy from Broadridge cannot use that
proxy to vote shares directly at the Meeting — the proxy must be returned to Broadridge well in advance of the
Meeting in order to instruct Broadridge how to vote the shares.

In either case, the purpose of these proccdures is to permit Beneficial Shareholders to direct the voting of the shares
of the Company which they beneficially own. Should a Beneficial Shareholder who recelves one of the above
forms wish to vote at the Meeting in person (or have another person attend and vote on behalf of the
Beneficial Shareholder), the Beneficial Sharehalder should strike out the names of the Management
Proxyholders and insert the name of the Bencficial Shareholder (or such other person voting on behalf of the
Beneficial Shareholder) in the blank space provided or follow such other instructions as may be previded by
their brokers/mominees, In either case, Beneficial Shareholders should carefully follow the instructions of
their intermediary, including those regarding when and where the proxy or proxy authorization formn is te be
delivered.

in addition, there are two kinds of Beneficial Shareholders - those who object 1o their names being made known 1o
the issuers of securities which they own called Objecting Beneficial Qwners (*OBOs") and those who do not object
to the issuers of the securitics they own knowing who they are called Non-Objecting Beneficial Owners
("NOBOs"). :
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The Company has decided to take advantage of those provisions of National Instrument 54-101 that permit it to
directly deliver proxy-retated materials to its NOBOs. 1f you are 2 Beneficial Shareholder, and the Company or its
agent has sent these materials directly to you, your name and address and information about your holdings of
commen shares have been obtained in accordance with applicable securities legislation from the intermediary
holding the common sharcs on your behall. By choosing to send these materials 1o you directly, the Company has
assumed responsibility for (i) delivering these materials 10 you, and (ii) exccuting your proper voting instructions.
As a result, NOBOs can expect 1o receive a scannable Voting Instruction Form (VIF) from our transfer agent,
Computershare Trust Company of Canada {or Compulershare Investor Services Inc. as the case might be)
{“Computershare™). These VIFs are 10 be completed and returned to Computershare in the envelope provided. In
addition, Ccmputershare provides both iclephone voting und internet voting as described on the VIF itself which
contains coraplete insiructions. Computershare will tabulate the results of the VIFs received from NOBOs and will
provide appropriate instructions at the Meeting with respect to the shares represented by the VIFs they receive,

All references 10 sharcholders in this [nformation Circular and the accompanying Instrument of Proxy and Notice of
Meeting are to shareholders of record unless specifically stated otherwise.

Revocation of Proxies
A shareholder who has given a proxy may revoke it at any time before the proxy is exercised:
a) by an instrument in writing that is:

(i) signed by the shareholder (or his or her legal personal representative) or, where the sharcholder is a
corporation, a duly authorized representative of the corporation; and

(i) delivered to the registered office of the Company at Suite 200, 580 Homby Street, Vancouver,
British Columbia, V6C 3B6 at any time up to and includiny the last business day preceding the day of
the Meeting or any adjournment of the Meeting, or delivered to the Chair of the Meeting on the day of

the Meeting or any adjournment of the Meeting before any vote on a matter in respect of which the
proxy is to be used has been taken; or :

b) in any other manner provided by law,
A revocation of a Proxy docs not affect any matter on which a vote has been taken prior 10 the revocation.
Voting of Shares and Proxies and Exercise of Discretion by Proxyholders
Voting By Shaow of Hands

Voting at the Meeting generally will be by a show of hands, with every person present who is a shareholder or
proxyholder and entitled to vote on the matter entitled to one vote.

Voting By Pull

Voting at the Meeting will be by poll only if a poll is:

(a) requesled by a sharcholder present at the Meeting in person or by proxy;
()] directed by the Chair; or

() required by law because the number of shares represented by proxy that are to be voted against the motion is
greater than 5% of the Company’s issued and outstanding shares.

On a poll, every shareholder entitled to vote on the matter has one vote in respect of each share entitled to be voled on the
matier and he.d by that shareholder and may exercisc that vote either in person or by proxy.




Approval of Resolutions

To approve a motion for an ordinary resolution, a simple majonity of the votes cast in person or by proxy will be required;
to approve a motion for a special resolution, a majority of not less than 2/3 of the votes cast in person or by proxy will be
required.

Voting of Proxies and Exercise of Discretion By Proxyholders

A sharcholder may indicate the manner in which the persons named in the accompanying form of proxy are to vote with
respect 1o a matter 1o be acted upon at the Meeting by marking the appropriatc space. If the instructions as to voting
indicated in the proxy are certain, the shares represented by the proxy will be voted or withheld from voting in
accordance with the instructions given in the proxy on any ballot that may be called for.

If the shareholder specifies a choice in the proxy with respect to a matter to be acted upon, then the shares
represented will be voted or withheld from the vote on that matter accordingly. If no cheice is specified in the
proxy with respect to a matter (o be acted upon, the proxy confers discretionary authority with respect to that
matter upon the proxyholder named in the accompanying form of proxy. It is intended that the proxyholder
named by management in the accompanying form of proxy will vote the shares represented by the proxy in
favour of each matter identified in the proxy and for the nominees of the Company’s Board of Dircctors for
directors and auditor.

The accompanying form of proxy also confers discretionary authority upon the named proxyholder with respect to
amendments or variations to the matters identified in the accompanying Notice of Mceting and with respect to any other
matters which may properly come before the Meeting. As of the date of this Information Circular, management of the
Company is not aware of any such amendments or variations, or any other matters, that will be presented for action at the
Meeting other than those referred to in the accompanying Natice of Meeting. |f, however, other matters that are not now
known to management properly come before the Meeting, then the persans named in the accompanying form of proxy
intend to vote on them in accordance with their best judgment, :

Solicitation of Proxies

It is expected that solicitations of proxies will be made primarily by mail and possibly supplemented by telephone or
other personal contact by directors, officers and employees of the Company without special compensation. The
Company may reimburse sharcholders’ nominecs or agents (including brokers holding shares on behalf of clients)
for the costs incurred in obtaining authorization to exccute forms of proxy from their principals. The costs of
solicitation will be borne by the Company.

VOTING SECURITIES AND PRINCIPAL HOLDERS OF VOTING SECURITIES

Only shareholders of the Company who are listed on its register of shareholders on the record date of March |7, 2008 are
entitled to receive notice of and to attend and vote at the Meeting or any adjournment of the Meeting (see *Voting of
Shares and Proxies and Exercise of Discretion by Proxyholders™ above),

As of March 17, 2008, the Company had 32,689,244 common shares issued and outstanding.
To the knowledge of the directors and exccutive officers of the Company, no person or company beneficially owns, or

controls or directs, directly or indirectly, shares carrying more than 10% of the voting rights attached to all outstanding
common shares of the Company other than as set out below:

Name Number of Shares  Percentage of Qutstanding Shares
Mr. N. Murray Edwards, and Edco Financial Holdings Ltd. and 12,127,279 37.10%

Edco Capital Corporation, companics controlled by Mr, Edwards

Fairholme Capital Management, LLC 6,531,400 19.98%




Notes:

U Mr., Edvrards holds $9,000,000 of convertible debentures, Each $8.65 of face valuc of the convertible debenture is
converiitrle into one common share of the Company. 1f all the conventible debentures held by Mr. Edwards were converted
inlo common shares then he would own an additional 1,040,462 common shares of the Company. In addition, through Edco
Capital Corporation, Mr. Edwards holds warrants to purchase 450,000 common shares of the Company ¢xercisable at $10
per share, expiring July 31, 2009,

B Fairholme Capital Management, LLC also controls warronts to purchase 100,000 commeon shares of the Company

excrcisalile at $10 per share, expinng July 31, 2009.

ELECTIOMN OF DIRECTORS

The board of directors of the Company currently consists of four directors and it is proposed to fix the number of
directors at lour and to elect four directors for the ensuing year.

The Company’s Board of Directors proposes to nominate the persons named in the table below for election as
directors of the Company. Each director elected will hold office until the next annual general meeting of the
Company or until his or her successor is duly elected or appointed, unless the office is earlier vacated in accordance
with the Anticles of the Company or the Business Corporations Act (British Columbia).

The following table scts out the names of management’s nominces for election as directors, the place in which each is
ordinarily resident, all offices of the Company now held by each of them, their principal occupations, the period of time
during whick each has been a director of the Company, and the number of common shares of the Company beneficially
owned by ezch of them, directly or indirectly, or over which control or direction is exercised, as of the date of this
Information Circular.

Name, Place: of Residence Shares
And Position with Company'  Principal Occupation’ Director Since Owned'
Picrre Lebel 2 Chairman of the Board of the Company. December 6, 2001 45,304

British Columbia, Canada
Directar and' Chairman

). Brian Kynoch* President of the Company. March 7, 2002 352,093
British Colwnbia, Canada
Director and' President

Larry G. Moeller *** President, Kimball Capital Corporation, ~ March 7, 2002 1,027,934
Alberta, Canada a private company.

Director

Edward A. Yurkowski ¥° President of Procon Mining and May 20, 2005 Nil
Alberta, Canada Tunnelling Ltd., a full-service mining

Director contractor.

' The informasion as to the place of residence, principal occupation and shores beneficially owned, directly or indirectty, or controlled or

directed, has been fumished by the respective directors individually.
! Member of the Audit Committee.
* Membes of the Compensation Commitice.

*  Member of the Corporate Governance and Nominating Committee.

The Company does not have an Executive Committee.

The Company's Board of Directors does not contemplate that any of its nominees will be unable to serve as a
director. If any vacancies occur in the slate of nominces listed above before the Meeting, then the proxyholders
named in the accompanying form of proxy intend to exercise discretionary authority to vote the shares represented
by proxy for the election of any other persons as directors.
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Corporate Cease Trade Orders or Bankruptcies

Messrs. Kynoch, Lebel and Moeller were Directors of Imperial Metals Corporation (“Old Imperial”) in 2002 when
it implemented a Plan of Arrangement under the Company Act (British Columbia) and under the Companies’
Creditors Arrangement Act (Canada) which resulted in ihe separation of the mining and oil and gas businesscs
carried on by Old Imperial. The reorganization created 1wo public corporations, the new Imperial Metals
Corporation, and 1EI Energy Inc. (now NuVista Energy Ltd.), an oil and gas company that trades on the Toronto
Stock Exchange. Refer to the management proxy and Information Circular for 1E! Energy Inc. dated January 20,
2003 on the SEDAR website at www.sedar.com.

Other than as described above, during the ten years preceding the date of this Information Circular, no proposed
director of the Company has, to the knowledge of the Company, been:

(a) a director, chief executive officer or chief financial officer of any issuer that:

(i) was the subject of a cease trade or similar order or an order thal denied such issuer access to any
exemption under securities legislation that was in effect for a period of more than thirty consecutive days
{an “Order”) while the proposed director was acting in the capacity as director, chief executive officer or
chief financial officer; or

(ii) was subject to such an Order that was issued after the proposed director ceased to be a director, chief
executive officer or chief financial officer in the company that is the subject of the Order and which
resulted from an event that occurred while that person was acting in the capacity as director, chief
executive officer or chief financial officer, or

(b) a director or executive officer of any issuer that, while that person was acting in that capacity, or within a
year of that person ceasing to act in that capacity, became bankrupt, made a proposal under any legislation
relating to bankruptcy or insolvency or was subject lo or instituted any proceedings, arrangement or
compromisc with creditors or had a receiver, receiver manager or Lrusiee appointed to hold the assels of

that issuer.

Individual Bankrupicies

During the ten years preceding the date of this Information Circular, no proposed director of the Company has, to
the knowledge of the Company, become bankrupt, made a proposal under any legislation relaling to bankruptcy or
insolvency, or become subject to or instituted any proceedings, arrangement or compromise with creditors, or had a
receiver, receiver manager or trustee appointed to hold the assets of that individual.

Penalties or Sanctions

None of the proposed nominees for election as a director of the Company has been subject 10 any penalties or
sanctions imposed by a court or regulatory body or entered into a setilement agreement with any securities
regulatory authority since December 31, 2000.

APPOINTMENT OF AUDITORS

The shareholders will be asked to vote for the appointment of Deloitte & Touche LLP as the auditor of the
Company to hold office until the next annual general meeting of sharcholders of the Company. Deloitte & Touche
LLP were first appointed as auditor of the Company on December 7, 2001,




STATEMENT OF EXECUTIVE COMPENSATION

“Named Exe¢cutive Officers” means the Chief Executive Officer (“CEQ”) and the Chief Financial Officer (“CFO”)
of the Company and each of the Company’s three most highly compensated executive officers, other than the CEO
and CFO, who were serving as execulive officers at the end of the most recently completed fiscal year and whose

(ota) salary and bonus excecded $150,000.

It also includes any individual who would have been one of the

Company’s three most highly compensated executive officers except that individual was not serving as an executive
officer at the end of the most rccently completed financial year.

The Company currently has four Named Executive Officers, being J. Brian Kynoch, President; Andre Deepwell,
Chief Financial Officer and Corporate Secretary; Don Parsons, Vice President, Operations; and Patrick McAndless,
Vice President, Exploration.

Summary Compensation Table

Annual Compensalion

Long-Term Compensation

Awards Payouts

Shares

Other or Units
Annual Securities subject o Al Other
Ycar Compen- Under Resale LTtP | Compen-
NEO Nime and Ended Salary Bonus sation | Options/SARs | Restrictions |  Payouts sation™
Principa Position December 31, 5 S S Granted (#) (#) (%) (5)
J. Brian Kyno:h 2007 | 185,625 20,000 Nil Nil Nil Nii 6,038
President 2006 | 166,875 88,400 Nil Nil Nil Nil 5,250
2005 | 145,500 Nit Nil 240,000 Nil Nil Nil
Andre Deepwell 2007 | 165,769 9,500 Nii Nil Nii Nil 5513
Chief Financiif Qfficer and 2006 | 153,105 41,900 Nil Nil Nil Nit 4,900
Corporate Sexretury 2005 | 132,500 Nil Nil 125,000 Nil Nil Nil
Don Parsons' 2007 | 151,172 9,500 Nil Ni Nil Nil 4219
Vice Presiden:, Operations 2006 | 136,719 374007 Nil 200,000 Nil Nil 2,500
2005 20,833 Nil Nil Nil Nil Nil Nil
Patrick McAn Jlcss 2007 | 145245 8,200¢" Nil Nil Nil Nil 4830
Vice Presiden;, Exploration 2006 | 133,500 354007 Nil Nil Nil Nil Nil
2005 | ns2s0" Nil Nil 125,000 Nil Nil Nil

) Snlary for 2005 includes deferred salorics which were paid during the first four months of 2006.

21 Bonus in raspect of 2007 was paid in 2008.
G} Bonus in raspoct of 2006 was paid in 2007.
@ Mr. Parsons was appoinied as Vice President, Operations on November 1, 2005,

G} Contributians by the Company 1o an Employee Shase Purchase Plan or RRSP Plan.

Long-Term Inceative Plan Awards

A long term incentive plan (“LTIP") is 8 plan providing compensation intended to motivate performance over a
period great:r than one financial year. LTIP's do not include option or SAR plans or plans for compensalion
through shares or units that are subject to restrictions on resale. The Company has not granted any LTIP's during

the past fiscal year.
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Option/SAR Grants During The Most Recently Compiéted Financial Year

No stock options were granted to the Named Executive Officers or repriced during the fiscal year ended December 31,
2007. :

Aggregated Option Exercises During the Most Recenily Completed Financial Year and Financial Year-End
Option Values

The following table sets forth information regarding share options exercised by the Named Executive Officers
during the year ended December 31, 2007 and the financial year end value of unexercised options on an aggregated

basis.

Value ‘" of
Unexercised Unexercised in-the-
Options/SARs at - money
Securitics December 31, 2007 Options/SARs
Acquired Aggregate Value {#) at Financial Year End
NEO on Exercise Realized Exercisable / (%)
Name # (3) Unexercisable Exercisable/
. Unexercisable
J. Brian Kynoch 180,000 SZ,(iﬁ0,0DQ 160,000/80,000 $753,600/$376,800
Andre Deepwell 100,600 $1,306,130 83,333/41,667 $392,500/5196,250
Don Parsons 66,666 $475,663 Nil/133,333 Nil/S81+,333
Patrick McAndless 83,000 $572,310 1,333/41,667 $6,280/$196,250

(' Bascd on the difference between the option exercise pricé and the closing market price of the Company’s shares as at
December 31, 2007 (311.31).

Termination of Employment, Change in Responsibilities and Employment Contracts

With the exception of Don Parsons, there are no written employment agreements in place with any of the Named
Executive Officers. There were no compensatory plans, contracts or arrangements where a Named Executive
Officer is entitled to receive more than $100,000 from the!Company or its subsidiaries, including periodic payments
or installments, in the cvent of (i) the resignation, retirement or any other termination of the Named Executive
Officer’s employment with the Company and its subsidiaries; (ii) o change of control of the Company or any of its
subsidiaries; or (iii) a change in the Named Exccutive Officer’s responsibilities following a change of control.

Composition of the Compensation Committee
Three unrelated directors, Messrs. Lebel, Moeller and Yurkowski, are members of the Compensation Committee.

Mr. Lebel is Chair of the Board of the Company and was formerly the President of the Company. Refer also to
“Interest of Informed Persons in Material Transactions”.




Report on Executive Compensation

The Company's exccutive compensation program is administered by the Compensation Commintee on behalf of the
Board of Directors. The Compensation Committee is responsible for ensuring 1hat the Company has in place an
appropriate plan for executive compensation. The plan must be competitive and rewarding so as to attract, retain
and motivate executives who will provide the leadership required to enhance the growth and profuability of the
Company.

The Commitee’s overall policy for determining cxecutive compensation is based on the following fundamental
principles:

1. Management’s fundamenial objective is to maximize long term shareholder value;
2. Perfarmance is the key determinant of pay for executive officers; and
3. The executive officers have ¢clear management accountabilities.

Overall ex«culive compensation is comprised of several components: base salary, annual incentives which relate to
specific ac:omplishments during the year and which are paid in cash and long term equity-based incentives in the
form of stcck options. To date, no specific formulae have been developed to assign a specific weighting to each of
these compenents. The Company’s compensation philosophy is to foster entrepreneurship at all levels of the
organizaticn by making long term cquity-based incentives, through the granting of stock options, a significant
compeneni of executive compensation assuming the Company’s common share price achieves good long term
performance. The Committee uses third party compensation data to help determine competitiveness. The
Commiltee reviews cach componemt of exccutive compensation and, in addition, reviews total compensation for
overall coripetitivencss.

Base Salary

The Compznsation Committee and the Board of Dircctors approve the salary ranges for all levels of the Company’s
employces. Comparative data is accumulated from a number of cxternal sources including independent consultants.
The Policy for determining salary for executive officers is consistent with the administration of salaries for all other
employees. Base salaries for execulives are determined by assessment of sustained performance and consideration
of compelitive compensation levels for the markets in which the Company operates.

Annual Incentives

The Company's exccutive officers are cligible for annual cash bonuses. Annual bonuscs arc based on both
Company and individual performance related to a variety of factors including successful consummation of
significanl contracts or transactions. The Company has a bonus plan for head office staff and is based on annual
operating und financial targets and board discretion. Each factor has equal weighting.

Lang Term Compensation

The Company has a broadly-based employce stock option plan. The plan is designed to encourage slock ownership
and entrepreneurship on the pan of all employees and, in particular, all executive officers. The plan aligns the
intgrests of executive officers with sharcholders by linking a significant compenent of exccutive compensation to
the long term performance of the Company's common stock, Consideration is given to the amount and terms of
outstanding options, SARs and shares and units subject to resale restrictions.

Report submitted on behalf of Compensation Committee.




10
Performance Graph
The following graph compares the cumulative shareholder return on 2 $100 investment in common shares of the

Company 1o a similar investment in companies comprising the S&P/TSX Composite Index, including dividend
reinvestment, for the period from Decemtber 31, 2002 10 December 31, 2007,
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Compensation of Directors

The Board, in consultation with its Compensation Commitiee, determings compensation for Beard members. With
the exception of the Chairman, the Board has determined that cash compensation for directors is not appropriate at
this time. Directors are however reimbursed for travel and other out-of-pocket expenses incurred in connection with
their duties as Directors. Also, all Directors receive stock options. During the fiscal year ended December 31, 2007,
no steck options were pranted 1o the Company’s Directors,

In determining compensation for Directors, the Board takes into consideration the types of compensativn and
amounts paid to directors of comparable publicly traded Canadian companies.

Compensation of the Chairman

During the fiscal year ended December 31, 2007, Mr. Lebel received compensation of $5,500 per month for acting
as Chairman of the Company. Mr. Lebel spends 8 minimum of 14 days per month on Company business. He
receives $400/day for any additional days required. In 2007, the Company paid Mr. Lebel total compensation of
$66,000. A bonus of $10,000 in respect 1o the year 2007 will be paid in 2008.




Directors’ and Officers’ Liability Insurance

The Company mainiains an insurance policy with respect to directors™ and officers’ liability covering directors and
officers of the Company and its subsidiaries as a group. The policy provides coverage to an annual limit of
$10,000,000, subject to a deductible of $25,000. The annual premium for the last completed policy period was
$48,410. The Company’s coverage under the policy is for a period of 12 months until November 1, 2008, with
terms and premiums to be established at each renewal.

CORPORATE GOVERNANCE

Effective June 30, 2005, National Instrument 58-101 Disclosure of Corporate Governance Practices (NI 58-101)
was adopted by each of the provinces and territories of Canada. N1 58-10] requires issuers to disclose the corporate
governance practices that they have adopted. The corporate governance practices adopted by the Company are set
out in the at:ached Schedule “A™,

AUDIT COMMITTEE
The Audit Committee is composed of independent directors (Pierre Lebel, Larry Moeller and Edward Yurkowski).

The Audit Committee is responsible for reviewing the Company’s financial reporting procedures, internal controls
and the perfarmance of the Company’s external auditors.

Audit committee information as required under National Insirument 52-110 - Audit Committees is contained in the
Company’s Annual Information Form dated March 20, 2008 under the heading “Audit Commitiee |nformation”.
Audit Committee information includes the charter, committee composition, relevant cducation and experience, audit
commitlee oversight, pre-approval policies and procedures, and fees paid to the external auditor. The Annual
[nformation Form is available on the SEDAR website at www.sedar.com and is on the Company’'s website at
www.imperialmetals.com. A copy of the Company’s Annual Information Form will be provided to any shareholder
of the Company without charge by request to the Corporate Secretary of the Company at Suite 200 - 580 Homby
Street, Vancouver, British Columbia V6C 3B6.

SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS

Stock Opticn Plan

The Compayy implemented a Stock Option Plan on January 29, 2002, which was approved by the Company’s
shareholders on March 7, 2002, pursuant to which the Company reserved 1,500,000 common shares for issuance
upon the exercise of stock options.

Pursuant to the Amended and Restated Stock Option Plan (2004) (the “Fixed Plan™) which was approved by
Company’s shareholders on June 9, 2004, the number of shares issuable under the Fixed Plan was increased from
1,500,000 to 2,500,000 common shares.

On August 11, 2005, the Board of Directors of the Company approved a 10% “rolling” stock option plan (the
“Existing Rolling Plan™}, which was approved by the TSX and by the shareholders of the Company.

On March 20, 2007, the Board of Directors of the Company approved a new 10% “rolling” Stock Option Plan
(2007) (the “2007 Stock Option Plan™), which has been approved by the TSX and by the sharcholders of the
Company. The 2007 Stock Option Plan replaced both the Fixed Plan and the Existing Roiling Plan. The 2007
Stock Option Plan uses a “‘rolling” number of shares rather than a “fixed” number of shares. The total number of
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the Company. Employees must subscribe no later than December I'st of every year to commence contributions for the
following calendar year. Employees have the opportunity fo contribute up to a maximum of 5% of their gross annual
salaries (the “Employee’s Contribution™) excluding any overtime pay, bonuses or allowances of any kind. Except with
the further approval of the sharcholders of the Company glven by the affirmative vote of a majority of the votes cast at a
meeting of the shareholders of the Company, excluding the vates of insiders of the Company and such insider’s
associates, the Company may not cause (a) the issuance or délivery to insiders of the Company, within a one-year petiod,
of common shares under the Share Purchase Plan and the Company’s 2007 Stock Option Plan to exceed 10% of the
outstanding issuc; and (b) the issuance or delivery to any one insider of the Company and such insider’s associates,
within a one-year period, of Shares under this Share Purchasé Plan and the Company’s 2007 Stock Option Plan 1o exceed
5% of the outstanding issue. i

The Company may issue shares from its treasury or purchase shares in thc market for delivery to the participants under
the Share Purchase Plan. The Company’s contribution will not exceed 200,000 commen shares in any calendar year
and will not exceed 1,000,000 common shares in the aggregate (representing 3.1% of the current issued commun shares
of the Company). The Company has, to date, not issued any common shares of the Company under the Share Purchase
Plan. ]

The Board of Direclors reserves the right to amend, modif}y or terminate the Share Purchase Plan at any time if and
when it is advisable in the absolute discretion of the board of directors.

Equity Compensation Plan Information :
The following table summarizes the Company’s compensfation plans described in detail above under which equity
securities of the Company are authorized for issuance at the end of the Company’s most recently completed
financial year:

! Number of sccurities
Number of securities to 1 Weighted-average remaining available for
be issued upon exercise ofl exercise price of futurc issuance under equity
outstanding oplions, ,| outstanding options, compensation plans
warrants and rights | warrants and rights (excluding securitles
reflected in column {a))
Plan Category (a) l (b) {c)
Equity compensation plans '
approved by securilyholders: i
Stock Option Plan (2007) 1,256,667 l §7.38 2,012,257
1
Share Purchase Plan - i - 1,000,000
t
Equity campensation plans not :
approved by securityholders: - ! - --
]
Total 1,256,667 | $7.38 3,012,257

INDEBTEDNESS OF DIRECTORS AND EXECUT[V;E OFFICERS

Other than routine indebtedness, no current or former execmwe officer, director or employee of the Company or
any of its subsidiaries, or any proposed nominee for election as a director of the Company, or any associate or
affiliate of any such executive officer, director, employée or proposed nominee, is or has been indebted to the
Company or any of its subsidiaries, or to any other entity th:u was provided a guarantee, support agreement, letter of
credit or other similar arrangement or understanding by tHe Company or any of its subsidiaries in connection with
the indebtedness, at any time since the beginning of the most recently completed financial year of the Company.
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MANAGEMENT CONTRACTS

Management functions of the Company or any subsidiary of the Company are not, to any substantial degrec,
performed by a person other than the directors or executive officers of the Company or its subsidiaries (if any).

INTERESTS OF INFORMED PERSONS IN MATERIAL TRANSACTIONS

Other than as set forth in this Information Circular, no informed person of the Company, no proposed nominee for
election as < director of the Company and no associate or affiliate of any such informed person or proposed nominee
has had any material interesl, direct or indirect, in any transaction since the commencement of the Company’'s most
recently corapleted financial year or in any proposed transaction that, in either case, has materially affected or will
materially affect the Company or any of its subsidiaries, except as follows:

(a)

(b)

(©)

In March 2005, the Company issued $20 million of convertible debentures with interest payable at 6% per
annum. The following insiders of the Company purchased $9.75 million of the Convertible Debentures:
N. Murray Edwards of Calgary, Alberta, a significant shareholder of the Company, purchased $9,000,000 of
the Convertible Debentures; Larry Moeller of Calgary, Alberta, a director of the Company, purchased
$650,000 of the Convertible Debentures; and Brian Kynoch of Vancouver, British Columbia, the President of
the Company, purchased $100,000 of the Conventible Debentures. Further details on the Convenible
Debeatures can be found in Note 9 to the audited consolidated financial statements for the year ended
December 31, 2007.

In September 2006, the Company obtained a $40 million credit facility with Edco Capital Corporation of
Calgary, Alberta, a company controlled by N. Murray Edwards, a significant sharcholder of the Company, to
assist with the acquisition of bcMetals. The facility is subjcct to conditions usual in commercial lending
transections of this kind. Interest on the outstanding principa! amount and interest on overdue interest will
compound monthly at the rate of 9% per annum. In February 2007, the Company drew the full $40 mitlion to
assist with the purchase of bcMetals. A draw fee of 1% was paid on the amount drawn. The facility was
scheduled to expire on November 30, 2007 and its continuance is subject to satisfactory periodic reviews and
no adverse changes occurring. The amount drawn down was evidenced by a promissory note and secured by
a floeting charge debenture on the Company’s assets and a guarantee from ils subsidiary, Mount Polley
Minirg Corporation. In October 2007, the due date on the facility was extended to February 29, 2008 and the
interest rate increased to 10% effective December 1, 2007. The credit facility was repaid in Fcbruary 2008
from 2 new short teem revolving credit facility with a syndicate of lenders.

In February 2008, the Company entered into a $30 million revolving Line of Credit facility of which $22.5
million was with Edco Capital Corporation of Calgary, Albenta, a company conirolled by N.
Murrzy Edwards, a significant sharcholder of the Company, $2.5 million with Balinhard Capital Corporation,
a company controlled by Larry Moeller of Calgary, Alberta, a director of the Company, and $5,000,000 with
Fairholme Capital Management, LLC of Florida. USA, conrols more than 10% of the voting shares of the
Comgany. This facility bears interest at 10% per annum, payable monthly, and is due on February 15, 2009.
The fucility is secured by a floaling charge on all the assets of the Company plus guarantees by Mount Polley
Mining Corporation and Red Chris Developmenm Company Ltd. In consideration of the facility, the lenders
will be granted one warrant for each $25 advanced under the facility such that warranis to purchase up to
1,200,000 common shares of the Company at $10 per share, exercisable until July 31, 2009 could be granted.
A maximum of 1,200,000 warrants would be issued if the facility were fully drawn. An arrangement fee of
$225,000 was paid 1o the lenders. As at March 17, 2008, $15 million had been drawn on the facility and
600,010 warrants had been issued.




16
INTEREST OF CERTAIN PERSONS OR COMPANIES IN MATTERS TO BE ACTED UPON

No director or executive officer of the Company at any time since the beginning of the Company’s most recently
completed financial year, no proposed nominee for clection as a director of the Company and no associate or
affiliatc of any of such persons has any material interest, direct or indirect, by way of beneficial ownership of
securities or otherwise, in any matter to be acted upon at the Meeting, except for any interest arising from the
ownership of shares of the Company where the sharcholder will receive no extra or special benefit or advantage not
shared on a pro-rata basis by al} holders of shares in the capital of the Company.

OTHER MATTERS TO BE ACTED UPON

There are no other matters to be considered at the Meeting which are known to the dircctors or executive officers al
this time. However, if any other matters properly come before the Mceting it is the intention of the persons named
in the Form of Proxy accompanying this Information Circular to vote the same in accordance with their best
judgement of such matters exercising discretionary authority with respect to amendments or variations ol maticrs
identified in the Notice of Mceting and other maitcrs which may properly come before the Mecting or any
adjournment thereof.

ADDITIONAL INFORMATION

Additional information concerning the Company, including the Company's consolidated interim and annual
financial statements and management’s discussion and analysis, is available through the Internet on the Canadian
System for Electronic Document Analysis and Retricval (SEDAR} which may be accessed at wwiw,Sedar.com under
“Company Profiles — Imperial Metals Corporation™. Copics of such information may also be obtainect on the
Company’s website at www.imperialmetals.com or on request without charge from the Corporate Secretary of the
Company, Suite 200 - 580 Homby Street, Vancouver, British Columbia, V6C 3B6 Telephonce 604.669.8959,

Financial information of the Company is provided in the Company’s consolidated comparative financial statements,
and management’s discussion and analysis thereon, for the Company’s fiscal year ended December 31, 2007.
Copies of such financial statcments may be obtained in the manner set forth above.




SCHEDULE “A”

IMPERIAL METALS CORPORATION
(the “Company™)

STATEMENT OF CORPORATE GOVERNANCE PRACTICES

Board of Directors

(a)

()

(c)

(@

Disclose the identity of direcrors who are independent.

The Board of Directors considers that three of the four current Directors are independent
according to the definition of “independence™ set out in NI 52-110, Audit Committees. The three
directors considered independent are Messrs. Lebet, Mocller and Yurkowski.

Disclose the identity of directors who are not independent, and describe the busis for that
determination.

Mr. Kynoch, by virtue of his office as the President of the Corporation, is not considered to be an
independent director of the Company.

Disclose whether ar not a majority of direciors are independent. If @ majority of directors are not
independent, describe what the board of directors (the board) does to fucilitate its exercise of
independent judgment in carrying out its responsibilities.

As described in (2) and (b) above, the Board considers that a majority of the directors are
independent according to the definition of “independence™ set out in NI 52-110.

If a director is presenily a director of any other issuer that is a reporting issuer (vr the equivalent)
in a jurisdiction or a foreign jurisdiction, identify both the direcior and the other issuer.

NAME OF DIRECTOR OTHER REPORTING ISSUERS

Larry G. Moeller Ceramic Protection Corporation
Crocotta Energy Inc.
Jovian Capital Corporation
Magellan Aeraspace Corporation

J. Brian Kynoch Cross Lake Minerals Ltd.
Selkirk Metals Corporation

Pierre Lebel Jinshan Gold Mines Inc.
Home Equity Income Trust
SouthGobi Energy Resources Ltd.
zed.i. Inc.

Edward A, Yurkowski Rainy Mountain Capital Corp.
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(e)

(®

Disclose whether or not the independent directors hold regularly scheduled meetings at which
non-independent directors and members of management are not in attendance. If the independent
directors hold such meetings, disclose the number of meetings held since the beginning of the
issuer's most recently completed financial year. If the independent directors do not hold such
meetings, describe what the board does to facilitate open and candid discussion among iis
independent directors.

Meetings of independent directors are not regularly scheduled but communication nmong this
group occurs on an ongoing basis as needs arise from regularly scheduled meetings of the Board.
The number of these informal meetings has not been recorded, but it would not be less than six in
the fiscal year that commenced on January 1, 2007. The Board believes that adequate structures
and processes arc in place to facilitate the functioning of the Board with a level of independence
of the Company’s Management,

Disclose whether or not the chair of the hoard is an independent director. If the board has a
chair or lead director who is an independent director, disclose the identity of the independent
chair or lead director, and describe his or her role and responsibilities. If the board has neither a
chair that is independent nor a lead director that is independent, describe what the board does to
provide leadership for its independent directors.

Mr. Lebel, an independent director, is Chair of the Board and presides as such at each meeting. A
description of the responsibilities of the Chair of the Board is attached as Schedule “C” 10 this
Information Circular.

Disclose the attendance record of each dircctor for all board meetings held since the beginning of
the issuer s most recently completed financial year.

Since the béginning of the fiscal year that commenced on January 1, 2007, until the date of this
Information Circular, the Board of Directors has held a total of 10 meetings. The attendance
record for its four directors is: J. Brian Kynoch (10/10), Pierre Lebel (10/10), Lamy Moeller
(8710}, Edward Yurkowski (9/10)

2. Board Mandate

Disclose the text of the board’s written mandate. If the board does not have a writien mandate, describe
how the board delineates its role and responsibilities.

A copy of the Board Mandate is attached as Schedule “B” to this Information Circular.

3. Position Descriptions

(a)

Disclose whether or not the board has developed written position descriptions for the chair and
the chair of each board committee. If the board has not developed written position descriptions
for the chair and/or the chair of each board committee, briefly describe how the board delineates
the role and responsibilities uf each such position.

The Board operates under the Board Mandate. In addition, the Board has approved written
position descriptions for the positions of President (who acts as CEQ), Chairman and Director.
Charters have been adopted for each of the committees of the Board outlining their principal
responsibilities.
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(b)

9
Disclose whether or not the board and CEQ have developed a written position description for the
CEQ. If the board and CEQ have not developed such u position description, briefly describe how
the board delineates the role and responsibilities of the CEQ.

See (a) above.

Orig¢ntation and Continuing Education

(a)

(b)

Briefly describe what measures the board takes to orient new directors regarding
(i) the rofe of the board, its committees and its directors, and
{ii) the nature and vperation of the issuer's business.

The Board requires that cach new director be provided with a written oricntation package relating
to the Company as well as informaticn on the responsibilities and liabilities of directors. New
directors also meet with existing directors and senior management personnel of the Company 10
learn about the functions and activities of the Company.

Briefly describe what measures, if any, the board tokes 10 provide continuing education for its
directors. If the bourd does not provide continuing education, describe how the bourd ensures
that its directors maintain the skill and knowledge nccessary 1o meet their obligations as
directors.

The Corporate Goverance and Nominating Committee has overall responsibility for regularly
assessing the skills, experience and knowledge represented on the Board for adequacy and
effectivencss. To date, no formal comtinuing education program has been established lor Board
members. |

Ethical Business Conduct

(a)

Disclose whether or not the hoard hus adopied a writien code for the directors, officers and
employees. If the board has adopted a written code:

(i) disclose how a person or company may obtain a copy of the code;

fii) describe how the board monitors compliance with its code, or if the board does not
monitor compliance, expluin whether and how the board satisfies itself regarding
compliance with its code; and

(iii) provide a cross-reference tu any maierial change report filed since the beginning of the
issuer's most recently complered financial year that perfains to any conduct of a director

or executive officer that constitutes a depurture from the code.

The Company does not currently have a formal written code for ethical business conduct,
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(b)

(c)

Describe any steps the board takes to ensure directors exercise independent judgment in
considering transactions and ugreements in respect of which a director or executive officer has a
material interest.

The Company 15 established under and is therefore governed by the provisions of the Business
Corporations Act {British Columbia) (the “BCA"). Pursuant to the BCA, a director or officer of
the Company must disclosc (o the Company in writing or by requesting that it be entcred in the
minutes of meetings of the Board, the nature and extent of any interest that he or she has in
material contract or materia) transaction, whether made or proposed, with the Company, if the
director or officer: (a) is a party to the contract or bransaction; (b) is a director or an officer, or an
individual acting in a similar capacity, of a party to the contract or transaction; or (c) has a
material interest in a party to the conlract or transaction. The interested dircctor cannot vote on
any resolution 1o approve such contract or transaction,

Describe any other sieps the bourd takes to encotrage and promote a culture of ethical business
condct.

While there is no formal corporate policy on ethical business conduct, the Company carries out its
business in accordance with the rules and regulations of all regulatory agencies to which it is
subject. This culture of compliance is stressed to all levels of management of the Company to
ensurc that business is conducted in an ethical and proper manner at all times.

6. Nomination of Directors

(@)

(b)

(c)

Describe the process by which the board identifies new candidates for board nomination,

The process by which the board identifics new candidates for board nomination is outlined in the
Company’s Corporate Governance and Nominating Committee Charter, copy of which is attached
as Schedule *D” to this Information Circular.

Disclose whether or not the board has a nominating committee composed entirely of independent
directors. If the buard does not have a nominating commitiee composed entirely of independent
directors, describe what sieps the board takes o encourage an objective nomination process.

The Corporate Governance and Nominating Commiltee is comprised of two members who are
entirely independent directors and one that is not. The Committee comprises Messrs. Lebel and
Moeller, both of whom are non-management, independent directors and Mr. Kynoch, who is part
of the management of the Company. Mr. Kynoch sits on this Commiticc as he has extensive
knowledge of the mining industry and the individuals working within it and related to it. The
Board feels that this knowledge is critical to selccting and evaluating suitable candidates for
nomination te the Board,

If the board has a nominating commitiee, describe the responsibilities, powers and operation of
the nominating commifiee.

The responsibilitics, powers and operation of the Corporate Governance and Nominating
Committee is outlined in its Charter, copy of which is autached as Schedule “D” to this
Information Circular.
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Compensation
(o) Describe the process by which the board determines the compensation for the issuer’s direciors
and officers.

The Compensation Commiltee is responsible for reviewing the adequacy and form of
compensation provided to dircctors and officers. A copy of the Compensation Committee Charter
is attached as Schedule "E” to this Information Circular.

(b) Divclose whether or not the bourd has a compensation committee composed entirely of
independent directors. If the board dues not have a compensation committee composed entirely
of independent directors, describe what steps the board takes to ensure an objective process for
determining such compensation.

The Compensation Committec is composed of threc independent directors (Pierre Lebel (Chair of
ihe Board of the Company), Larry Moeller and Edward Yurkowski). Mr. Lebel was previously an
officer of the Company from December 7, 2001 to January 21, 2003.

() If the board has a compensation committee, describe the responsibilities, powers and operation of
the compensation committee.

The responsibilitics, powers and operation of the Compensation Comunittee is outlined in its
Charter. A copy of the Compensation Committee Charter is attached as Schedule “E™ 1o this
Information Circular.

(d) If a campensation consultant or advisor has, at any time since the beginning of the issuer’s mos
recently completed financial year, been reiained lo assist in determining compensation for any of
the issuer's directors and officers, disclose the identity of the consultant or advisor and briefly
summarize the mandate for which they have been retined, If the consultant or advisor has bheen
retained o perform any other work for the issuer. state that fact and bricfly describe the nature of
the work.

During the fiscal ycar ended December 31, 2007, no outside consultant or advisor was retained by
the Company.

Other Board Committees

If the board has standing commitiees other than the audit, compensation and nominating committees.
idetify the commitiees and describe their function.

Other than the Audit Committee and Compensation Commitice, the Board has a Corporate Governance and
Nominating Committee. A copy of the Corporate Governance and Nominating Commitice Charter is
attached as Schedule "D to this Information Circular.

Assessments

Disclose whether or not the board. its commiitees and individual directors are regularly assessed with
respect to their effectiveness and contribution.  If assessments are regularly conducted. describe the
process used for the assessmems. I assessments are not regularly conducted, describe how the board
satisjies itself that the board, its committees, and its individual directors are performing effectively.

The Corporate Governance and Nominating Committce has the responsibility for reviewing the
performance of the Board as outlined in its Charter. In addition to the Board assessment, each Committee
of the Board is to self assess their effectiveness and contribution annually as outlined in their Charters.
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SCHEDULE “B”

IMPERIAL METALS CORPORATION
(the “Company™)

BOARD MANDATE

Under the Business Corporations Act (British Columbia), the directors of the Company are required to manage the
Company’s business and affairs, and in doing so to act honestly and in good faith with a view to the best interests of
the Company. In addition, cach director must exercise the care, diligence and skill that a reasonably prudent person
would exercise in comparable circymstances.

The responsibilities of the Board of Directors include setiing long term goals and objectives for the Company,
formulating the plans and strategies necessary to achicve those objectives and supervising senior management in
their implementation. Although the Board delegates the responsibility for managing the day to day affairs of the
Company to senior management personnel, the Board retains a supervisory role in respect of, and uliimate
responsibility for, all matters relating 10 the Company and its business.

The Board fulfills its mandate through direct oversight, setting policy, appointing commitices and appointing
management. Specific responsibilities include the following:

Approving the issuance of any securities of the Company.
Approving the incurrence of any debt by the Company.

Reviewing and approving capital, operating and exploration and development expenditures including any
budgets associated with such cxpenditures.

Approving the annual financial statcments and quarterly [inancial statements, including the Management
Discussion & Analysis, information circulars, annual information forms, annual reports, offering
memorandums and prospectuses.

Approving material investments, dispositions and joint ventures, and approving any other major initiatives
outside the scope of approved budgets.

Reviewing and approving the Company's strategic plans, adopting a sirategic planning process and monitoring
the Company's performance.

Reviewing and approving the Company’s incentive compensation plans.

Determining the composition, structure, processes, and characteristics of the Board and the terms of relerence
of committees of the Board, and establishing a process for monitoring the Beard and its dircctors on an
ongoing basis.

Appointing a Compensation Commitice, an Audit Committee and a Corporate Govemance and Nominating
Commitiee and other Board Commitices and delegating to any such commitices powers of the Board as
appropriate and legally permissible.

Nominating the candidates for the Board to the shareholders, based on recommendations from the Corporate
Govemnance and Nominating Committce.

Ensuring an appropriate orientation and education program for new directors and ofTicers is provided.
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Deterniining whether individual directors meet the requirements for independence under applicable regulatory
requirements.

Monitoring the conduct of the Company and ensuring that it complies with applicable legal and regulatory
requirements.

Ensuring that the directors who are independent of management have the opportunity to meet regularly.

Reviewing this Mandate and other Board policies and terms of reference for Commitiees in place from time to
time ar d propose modifications as applicable.

Appointing and monitoring the performance of senior management, formulating succession plans for senior
management and, with the advice of the Compensation Committee, approving the compensation of senior
manag:menl,

Contimially monitor and assess the Company’s principal business risks and opportunities of the Company,

Ensuring policies and processes are in place to ensure the integrity of the Company’s internal control, financial
reporting and management information systems.

Ensuring appropriate policies and processes are in place (o ensure the Company’s compliance with applicable
laws ar.d regulations, including timely disclosure of relevant corporate information and regulatory reporting.

Exercising direct control during periods of crisis.

Serving as a source of advice to senior management, based on directors’ particular backgrounds and
experience.

Organization of the Board of Directors

Iindependencz:  The Board believes that adequale structures and processes are in place to facilitate the functioning

of the Board with a level of independence of the Company’s Management that is adequate and
appropriate given the Company’s size and scope.

Committees: The Company has an Audit Committee, Compensation Committee and Corporate Governance and

Nominating Committee. The Company may establish other committees from time to time.

Meetings

The Board holds regular annua! and quarterly meetings. Between the quarterly meetings, the Board meets on an ad
hoc basis as required, gencrally by means of telephone conferencing facilities. As part of the annual and quarterly
meetings, the independent directors also have the opportunity to meet separate from management. Management

also communicates informally with members of the Board on a regular basis, and solicits the advice of Board
members falling within their specific knowledge and experience, Each director is expected to review all Board
meeting materials in advance of each meeting and make all reasonable cfforts for attendance at all Board and Board
Committee meetings.

As at April 26, 2004,
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SCHEDULE *C”

IMPERIAL METALS CORPORATION
{the “Company™)

POSITION DESCRIPTION FOR CHAIRMAN

The Chairman of the Board is appoinied by the directors.

The roles and responsibilities of the Chairman include:

2.

1.

chairing meetings of the Board,

chairing meetings of shareholders of the Company as and when directed by the Board and otherwise in
accordance with the constating documents of the Company;

fulfilling the other duties of the Chairman os may be provided for in the constating documenls of the
Company;

promoting the efTicient organization and conduct of the Board’s functions;
facilitating board discussions to ensure core issues facing the Company are addressed;
briefing all directors in relation to issues arising ai Board meetings,

facilitating the effective contribution of all directors;

promoling constructive and respectful relations between Board members and between the Board and
management;

ensuring that an appropriate committee structure is in place, and that the functions and responsibilities
identified in the Board Mandate are being effectively carried out by the Board and its commitiees;

assisting the President in carrying out his responsibilitics; and

carrying out such other specific roles and responsibilities as may be assigned to the Chairman by the Board.

As at April 26, 2004.
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SCHEDULE “D”

IMPERIAL METALS CORPORATION
(the “Company")

CORPORATE GOVERNANCE AND NOMINATING COMMITTEE CHARTER
L Purpose
The primary cbjective of the Corporate Governance and Nominating Committee (the “Committee™) of Imperial Metals
Corporation (12e “Company™) is (o assist the Board in fulfilling its oversight responsibilities by (a) identifying individuals
qualified to become Board and Board Committee members and recommending that the Board select director nominees
for appointment or clection to the Board; and (b} developing and recommending to the Board corporatc govemance
guidelines for the Company and making recommendations to the Board with respect to corporate governance practices.

i Orgunization

The Committec shall consist of dircctors as determined by the Board and the Committee membership shall satisfy the
laws governin the Company and the independence requirements of applicable securities law, stock exchange and any
other regulatory requirements.

The members of the Committee shall be appointed by the Board. All members shall have o working familiarity with
corporate govemnance practices. A majority of the members of the Committee shall constitute a quorum. A majority of
the members of the Commitiee shall be empowered to act on behalf of the Commitiee. The Committee may form and
delcgate authonity to subcommittees when appropriate.

1. Meetings

The Committes: shall meet as many times as the Commiltee deems necessary to carry out its duties effectively.

The chair of the Committee shall ensure that the agenda for cach upcoming meeting of the Committee is circulated to
each member ¢ the Commitice and to the other directors in advance of such iecting.

v, Authority and Responsibilities
To fulfill its responsibilities, the Committee shall:

I.  Examine the size and composition of the Board and recommend adjusiments from time to time to ensure that
the Boand is of a size and composition that facilitates effective decision making.

2. Identify and asscss the necessary and desirable competencies and characteristics for Board membership and
regularly asscss the extent to which those competencies and characteristics are represented on the Board.

3. Develop and implement processes to identify and assess necessary and desirable competencies and
characteristics for Board members.

4. ldentify individuals qualificd to become members of the Board.

5. Make recommendations 1o the Board for the appointment or election of director nominees.
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v,

Make recommendations to the Board with respect to membership on committees of the Board (other than the
Committee).

Ensure that Board has appropriate structures and procedures so that the Board can function with the proper
degree of independence from management,

Provide a forum without management present to receive expressions of concern, including a concem regarding
the independence of the Board from management.

Establish induction programs for new directors.

Ensure succession plans are in place to maintain an appropriate balance of skills on the board and periodically
review those plans.

Receive comments from all directors as to the Board's performance, oversee the exccution of a process
assessing the effectiveness of the Board as a whole, the Board committees, and the contribution of individual
directors, and report annually 1o the Board on such assessments.

Prepare and recommend 1o the Board the corporate governance policics and procedures for the {_ompany.
Review practices and procedures of the Board in fight of ongoing developments in securities law, stock
exchanges and regulatory requirements, and industry best practices, relating to matters of corporate
governance. Review and reassess the adequacy of the Company’s corporate governance policics, practices
and procedures annually and recommend to the Board any changes deemed appropriate by the Commitice.

Review any proposed changes to the Company’s constating documents as such documents relate to corporate
governance matters.

Ensure systems are in place to verify compliance with regulatory, corporate gevernance and disclosure
requirements.

Review and reassess the adequacy of this Charter annually and recommend to the Board any changes deemed
appropriate by the Committee.

At the request of an individual director, consider and, if deemed advisable, authorize the retaining by any
individual director of an outside advisor for such director at the expense of the Corporation.

Perform any other activities consistent with this Charter, the Company's constating documents and governing
law as the Committee or the Board deems appropriate.

Review the performance of the Committee annually.
Report regularly 1o the Board.

Resources

The Commitiee shall have ability to cngage external advisors as it sees fit, including (i) the sole authority to determine the
extent of funding necessary for payment of compensation to any search firm and the authority to determine the extent of
funding necessary for payment of compensation to any other professionals retained to advisc the Commintee; and (ii) the
sole authority 10 retain and ierminate a scarch firm to be used to identify director candidates and the authority to retain
other professionals (o assist it with any background checks.
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In fulfilling its responsibilities to identify individuals qualified to become members of the Board, the Committee will
consider (i) the independence of each nominee; (ii) the experience and background of each nominee; (iii) having a
balance of skills for the Board and its commitiees 1o meel their respective mandutes; (iv) the past performance of directors
being considered for re-¢lection; (v) applicable regulatory requirements; and (vi) such other criteria as may be established
by the Board ¢r the Committee from time to time,

Each nominee will be considered on the basis of merit and suitably exiensive enquiries to find candidates shoutd be
made, including:

(a)

(b)

(c)

(d)

(e)
(h
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Appointing new directors

regularly assessing and identifying the nccessary and desirable skills, experience and knowledge for board
memers;

regularly assessing and identifying the skills, experience and knowledge represented on the board and those
desirud;

regulirly assessing and determining the lime commitment needed from each board member to adequately
performn his or her duties;

making suitable inquiries of others (which may include professional executive search and recruitment
const ltants) for candidates;

interviewing each candidate and conducting background and reference checks,

ensuring that cach candidate has the necessary skills, experience and knowledge to perform his or her duties and
resposibilitics as a director and is able to devote the time necessary to perform those dutics and responsibilities,

As ar April 26, 2004.
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SCHEDULE “E”

[MPERIAL METALS CORPORATION
(the “Company™)

COMPENSATION COMMITTEE CHARTER
L. Purpose

The primary objective of the Compensation Committee (the “Commitiec™) of Imperial Metals Corporation (the
“Company”) is to discharge the Board's responsibilitics relating to compensation and benefits of the executive
officers and directors of the Company.

1. Organization

Members of the Committee shall be directors and the Commitice membership shall satisfy the laws governing the
Company and the independence requirements of securities law, stock exchanges and any other rcgulatory
requirements. The members of the Committee shall be appointed by the Board upon the recommendation of the
Corporate Governance and Nominating Committee. A majority of the members of the Committee shall constitute a
quorum. A majority of the members of the Committee shall be empowered to act on behalf of the Committee.

The Committee may form and delegate authority to subcommittees when appropriate.
1. Meeting
The Commintee shall meet as many times as the Committce deems necessary.

The members of the Committee shall sclect a chair who will preside at cach mecting of the Commitice and, in
consuliation with the other members of the Committee, shall st ihe frequency and length of cach meeting and the agenda
of items to be addressed at cach upcoming meeting. The Chair shall be an independent director.

The chair shall ensure that the agenda for each upcoming meeting of the Committee is circulated 1o each member of the
Committee as well as cach other director in advance of the meeting.

V. Authority and Responsibilities
To fulfill its responsibilities, the Committee shall:

I. Review and approve on an annual basis corporatc goals and objectives relevant to the President’s
compensation, cvaluate the President’s performance in light of those goals and objectives and set the
President’s compensation level based on this evaluation. In determining the long-term incentive component of
the President’s compensation, the Commitice will also consider, among such other factors as it may deem
relevant, the Company's performance, sharcholder returns, the value of similar incentive awards to President’s
at comparable companies and the awards given to the President in past years.

2. Review and make recommendations to the Board on an annual basis with respect to the adequacy and form of
compensation and benefits of all exccutive officers and directors.

1. Administer and make recommendations to the Board with respect to the Company's employees” and directors’
equity incentive plan(s) and any other incentive compensation plans and equity-based plans.

4. Determine the recipients of, and the nature and size of share compensation awards and bonuses granted from
time to time, in compliance with applicabte securities law, stock exchange and other regulatory requirements.
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5. Prepare any report as may be required under applicable securities law, stock exchange and any other regulatory
requircments.

6. Review and reassess the adeguacy of this Chaner annually and recommend to the Board any changes deemed
appropriate by the Commitice.

7. The Ccmmittee shall review annually management’s succession plans for Executive Management, including
specific development plans and career planning for potential successors.

8. Review its own performance annually.

9. Report regularly to the Board.

V. Resources

The Committee shall have the authority to retain outside advisors, including (i) the sole authority to retain or .
terminate consultants to assist the Committee in the evaluation of compensation of scnior management and |

directors; and (ii) the sole authority to determine the terms of engagement and the extent of funding necessary for
payment of compensation to any consultant retained to advise the Committee. |

As at April 26, 2004,
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Documents Incorporated by Reference

Imperial Metals Corporation {“Imperisl™ or the “Company™) has incorporated information inte this Annual
Information Form (“AIF”) by reference 1o documents filed with the System for Electrenic Document Analysis and
Retrieval (“SEDAR”). The following documents incorporated by reference in this AIF include:

| Documeit Name Description : ]
2007 Annual Report filed SEDAR March 2008; contains MD&A and Financial Statements
for the year ended December.31, 2007
News Releases filed SEDAR reference date of news release
Information Circular filed SEDAR April 2007 |
2006 Sterling Report NI43-101 Technical Report- Slerlmg Property 144 Zone filed SEDAR February 2006

2004 Rex Chris Repon NI43-101 Technical Repon-Red Chris Copper-Gold Project fited SEDAR
December 2004 by beMetals Corporation

2004 Mcunt Polley Report  NI43-101 Technical Report-Mount Polley Mine 2004 Feasibility Study filed -
SEDAR August 2004

The documents incorporated by reference - into. this AIF are available on the Company’s website
www.imptrialmetals.com; the SEDAR website www.sedar.com; or can be obtained by direct request to the
Company 3y contacting investor relations at 604.448.2657.

Date of Information

The information incorporated into thig AIF is qtatcd a3 at the Company’s financial year ended December 3, 2007,
unless stated otherwise.

Currency

All financial information in this AIF is prepared in accordance with Canadian generally eccepied accounting
principles and is stated in Canadian dollars (“CDN™), unless stated otherwise.

Conversions
(" Imper]bl Measure Conversion to Metric Unit__§ | Metric Unit Conversion to imperial Measure |
2.470 acres = | hectare 0.404686 hectares = | acre
3.280 fect = | metre 0.304800 metres = ] foor . '
0.620 miles =. | kilometre 1.609344 kilometres = | mle
0.032 ounces (lroy) = | gram 31.1034768 grams = | ounce (troy)
2.205 pounds =" | kilogram' 0.454 kilogroms = | pound
1.102 tons {short) = | tonne 0.907185 tonnes = lton
0.029 ounces (roy)Vton (short) = = | ounee (troy)/ton (short)

1 gram/tonne 3428570 gramftonnes

Forward Looking Statements

The information contained within this AIF is based on a review of the Company's operations, financial position and
plans for the future based on facts and circumstances as of the fiscal year ended December 31, 2007, unless stated
otherwise. Except for statements of fact relating to the Company, cenain information contained herein constitutes
forward lodking statements. Forward looking statements are based on the opinions, plans and estimates of
management at the date the statements arc made and arc subject to a vaniety of risks, uncertainties and other factors
that cou'd cause the actual results to differ materially from those projected by such statements. The Company
undertakes no obligation to update forward locking statements if circumstances or management’s estimates, plans of
opinions should change. The reader is cautioned not to place undue retiance on forward looking sialements.
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CORPORATE STRUCTURE

Imperial Metals Corporation (“Imperial” or the “Company”) was incorporated under the Company Act {British
Columbia) on December 6, 2001 under the name IM] Imperial Metals Inc. The Company changed its name to
Imperial Metals Corporation on April 10, 2002

Imperial's registered head office is located at 200-580 Homby Street, Vancouver, British Columbia V6C 3B6.

Inter Carporate Relationships

| Subsidiary Jurisdiction of Incorporalion Percentage Ownership |
Mount Pelley Mining Corporation British Columbia . 100% \
Huckleberry Mines Lid. British Columbia 50%
Sterling Gold Mining Corporation . Delaware 100%
Red Chris Development Company Ltd. -+ British Columbia 100%
CAT-Gold Corporation Federal 100%
|
I
}
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GENERAL DEVELOPMENT OF THE BUSINESS
Imperial is a Canadian mine development and operating company headquartered in Vancouver, British Columbia.

Impetial completed a corporate reorganization in 2002. The Company listed for trading on The Toronto Stock
Exchange on April 25, 2002 under the symbol 111, Historical documents of Imperial’s predecessor companies can be
obtained on the SEDAR website under 1E] Energy Inc. In this AIF references to Imperial or the Company include
the mining;, business acquired in 2002 which was previously carried on by [E] Energy Inc.

o
¥

Three Year History

In March 2005 the Company’s wholly owned Mount Polley mine restarted operations..Mount Polley dpcra:ions had
been susp:mded and the mine placcd on carc and maintenance in September 2001 due to low metal prices. Several
factors prompted the restart of mine operations; the cxpandmg resources as a result of the high grade copper
discovery (Northeast zone) in 2003, the tumaround of metal prices beginning in 2004, and a $20 million convertible
debenture financing to support the restart of the mine. . ' '
In May 2005 the Company compicted a $14.5 million working capital facility, bearing interest at 8% per annum.
The funds borrowed under this facility were repaid in 2007. (ref: May 9/05 News Release, herein incorporated by
refererice)

In February 2006 Imperial completed a $6.5 million non-brokered private placement, net proceeds of which were
directed to exploration and development at the wholly owned Sterling gold property in Nevada. A total of | million
common shares were issued at a price of $6.50 subject to a four month hold peried. (ref: Feb 17/06 News Release,
herein incorporated by reference)

During 2006 the Company's 50% owned subsidiary, Huckleberry Mines Lid., repaid $120.9 million of its long term
debt and a1 the 2006 year end was debu free. (ref: Dec 6/06 News Retease, herein incorporated by reference)

In September 2006 Imperial initiated a takeover bid for bcMetals Corporation (“bcMetals”™). In April 2007 Imperial
completed the acquisition of bcMetals at a total cost of $68.6 million. The acquisition was funded from cash
generated from operations and a $40"million credit facitity from Edco Capital Corporation (“Edco”™), a company
controlled by N, Murray Edwards, a significant shareholder of Imperial. The Company filed a Business Acquisition
Report Form 51-102F4 on SEDAR on May 2, 2007 in respect of the acquisition of beMetals.

As a resul: of the bcMetals acquisition, Imperial owns a nct 88% interest in the Red Chris copper/gold deposit
situated 20 kilometres southeast of the village of Iskut in northwest British Columbia. The development of the Red
Chris project into a mine is dependant upon a number of factors including the construction of a power line to service
the northwest portion of British Columbia and the resolution of the challenge to the Federal enviranmental
assessment review, (ref: Sept /06 & Mar 5/07 News Releases, hercin incorporated by reference; also see AIF page 39)

In Novemter 2007 at the Sterling propenty the excavation of a 3,352 foot decline underground ramp to access the
144 Zone vsas completed. Underground drilling began in January 2008 to delincate the 144 Zone. (ref: Nov 7/07 and
Jan 21/08 Nows Releases, herein incorporated by reference)

Subsequent to the year ended December 31, 2007, in February 2008 the Company entered into a $30 million
revolving working capital facility with a syndicate of lenders. (additional details provided in 2007 Annual Repont Note 23)
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DESCRIPTION OF THE BUSINESS
General

Imperial is a Canadian mining company active in the acquisition, exploration, development, mining and produciion
of base and precious metals.

The Company's key properties are the Mount Polley open pit copper/gold producing mine (100% interest) in central
British Columbia, the Hucklcberry open pit copper/molybdenum producing mine (50% interest) in northern British
Columbia. The principal market for the copper concentrates is Asia. The concentrates are trucked to facilitics in the
Port of Stewart and the Port of Vancouver, and shipped to overseas smelters or sent via rail to smelters in North
America.

Other key properties are the development stage Red Chris property (88% interest) in northern British Columbia, and
the exploration stage Sterling gold mine (100% interest) in southwest Nevada. Detailed information is provided
within this AIF under the Mineral Propenties section.

Imperiat and its consaiidated subsidiaries, excluding Huckleberry Mines Ltd., employ 391 people. Huckleberry
Mines Ltd. employs 229 people.

Competitive Conditions

Copper-prices were on avernge higher in 2007 than in 2006, averaging about US3$3.23/1b compared to US$3.05/1b in
2006. The US Dollar declined during 2007 ending the year weaker against the CDN Dollar. Factoring in the decline
in the average cxchange rate the price of copper in CDN Dollar terms averaged CDN33.47/1b in 2007, alimost
identical to the CDN$3.46/1b average in 2006.

The impact the profitability of Mount Polley, Huckleberry and of resource projects generally are affected by
fluctuations in the price of labour, clectricity, fuel, steel, chemicals, blasting materials, transportation and shipping
and other cost components. The Company will seck 1o adopt exploration and development strategies that will
mitigate the impact of these new market conditions.

- Risk Factors

The reader is cautioned that the following description of risks and uncertainties is not all-inclusive as it pertains only
1o conditions currently known to management. There can be ro guarantee or assurance that other factors will or will
not adversely affect the Company. :

Commodity Price Fluctuations and Hedging

The results of the Company's operations are significantly affected by the market price of base metals and goid
which are cyclical and subject to substantial price fluctuations. Market prices can be affected by numerous factors
beyond the Company’s control, including levels of supply and demand for a broad range of industrial products,
expectations with respect to the rate of inflation, the relative strength of the US Dollar and of cerain other
currencics, interest rates, global or regional political or economic crises and sales of gold and base metals by holders
in response to such factors. i prices should decline below the Company’s cash costs of production and remain at
such levels for any sustained period, the Company could determine that it is not econemically feasible 1o continue
commercial production at any or alt of its mines.

The objectives of any hedging programs that are in place arc to reduce the risk of a decrease in 2 commodity’s
market price while optimizing upside participation, to maintain adequate cash flows and profitability 10 contribute to
the long-term viability of the Company’s business. There are, however, risks associated with hedging programs
including (among other things), an increase in the world price of the commodity, an increase in gold lease rates (in
the casc of gold hedging), an increase in interest rates, rising operating costs, counter-party risks, liquidity issues
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with funding margin calls to cover mark to markel losses and production interruption events. The Company’s results
of operations are also affected by fluctuations in the price of labour, electricity, fuel, steel, chemicals, blasting
materials, transportation and shipping and other cost components,

Currency Fluctuations

The Company’s operating results and cash flow are affected by changes in the CDN Dollar exchange rate relative to
the currencics of other countries, especially the US Dollar. Exchange rate movements can have a significant impact |
on operating results as a significant portion of the Company’s operating costs arc incurred in CDN Dollars and mos!
revenues are earned in US Dollars. To reduce the exposure to currency fluctuations the Company may enter into
foreign exchange contracts from time to time, but such hedges do not climinate the potential that such fluctuations
may have en adverse effect on the Company. In addition, foreign exchange contracts expose the Company to the risk
of default by the counterparties to such contracts, which could have a material adverse effect on the Company.

Risks Inherent in the Mining and Metals Business

The busin:ss of exploring for minerals is inherently risky. Few properties that are explored are ultimately developed
into producing mines. Mineral properties arc often non productive for reasons that cannot be anticipated in advance,
Title Claims can impact the exploration, development, operation and sale of any natural resource project.
Availability of skilled people, equipment and infrastructure (including roads, ponis, power supply) can constrain the
timely development of a mineral deposit. Even after the commencement of mining operations, such operations may
be subject to risks and hazards, including environmental hazards, industrial accidents, unusual or unexpected
geological formations, ground control problems and flooding. The occurrence of any of the foregoing could result in
damage to or destruction of mineral properties and production facilities, personal injuries, environmental damage,
delays or interruption of production, increases in production costs, monetary losses, legal liability .and adverse
governmenital action. The Company's property, business interruption and liability insurance may not provide
sufficient overage for losses refated to these or other hazards. Insurence againsi certain risks, including certain
liabilities :or environmental pollution, may not be available 10 the Company or to other companies within the
industry. In addition, insurance coverage may not continue to be available at economically feasible premiums, or at
all. Any such event could have a material adverse effect on the Company.

Mineral Reserves and Recovery Estimates
Disclosed reserve estimates should not be interpreted as assurances of mine life or of the profitability of current or

future operations. The Company estimales its mineral reserves in accordance with the requirements of applicable
Canadian securities regulatory authorities and established mining standards. Mineral resources are concentrations or

. occurrences of mincrals that are judged to have reasonable prospects for economic extraction, but for which the

economics of extraction cannot be assessed, whether because of insufficiency of geological information or lack of
feasibility analysis, or for which economic extraction cannot be justified at the time of reporting. Consequently,
mincral revources are of a higher risk and are less likely to be accurately estimated or recovered than mineral
reserves. The Company's reserves and resources are estimated by persons who are employees of the respective
operating 1Zompany. for cach of our:operations under the supervision of employees of the Company. These
individuals are not “independem” for purposes of applicable securities legislation. The Company dots not use
outside sources to verify. reserves, or resources, The mincral reserve and resource figures are estimates based on the
interpretation of limited sampling and subjective judgments regarding the grade and existence of mincralization, as
well as the. application of economic assumptions, including assumptions as to operating costs, forcign exchange rates
and future inctal prices. The sampling, interpretations or assumptions underlying any reserve or resource figure may
be incorrect, and the impact on mineral reserves or resources may be material. In addition, short term operating
factors relating to mineral reserves, such as the necd for orderly development of ore bodies or the processing of new
or different ores, may cause mineral rescrve estimates to be modified or operations to be unprofitable in any
particular fiscal period. There can be no assurance that the indicated amount of minerals will be recovered or that
they will be recovered at the prices assumed for purposes of estimating reserves.
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Environment

Environmental legislation affects nearly all aspects of the Company’s operations. Compliance with environmental
legislation can require significant expenditures and failure to comply with environmental legislation may result in
the imposition of fines and penaltics, clean up costs arising out of contaminated properties, damages and the loss of
important permits. Exposure to these liabilities arises not only from existing operations, but from operations that
have been closed or sold to third parties, The Company's historical operations have generated chemical and metals
depositions in the form of tailing ponds, sock waste dumps, and heap leach pads. There can be no assurances that the
Company will at all times be in compliance with all environmental regutations or that steps to achieve compliance
would not materially adversely affect the Company. Environmental laws and regulations are evolving in all
jurisdictions where the Company has activitics. The Company is not able to determine the specific impact that future
changes in environmental laws and regulations may have on the Company’s operations and activities, and its
resulting financial position; however, the Company anticipates that capital expenditures ard operating expenses will
increase in the future as a result of the implementation of new and increasingly stringent environment regulation.
Further changes in cnvironmental laws, new information on existing environmental conditions or other events,
including legal proceedings based upon such conditions or an inability to obtain necessary permits could require
increased financial reserves or compliance expenditures or otherwise have a material adverse cffect on the
Company. Changes in environmental legislation could also have a material adverse effect on product demand,
product quality and methods of production and distribution (additional details provided in 2007 Annual Report Note 10).

Financiné, -
The amount of cash currently generated by the Company’s operations may not be sufficient to fund projected levels
of exploration and development activity and associated overhead costs. The Company may then be dependant upon
debt and equity financing to carry out its exploration and development plans. There can be no assurance that such
financing will be available on terms acceptable to the Company or at all.

Competition for Mining Propertics

Because the life of a mine is limited by its ore reserves, the Company is continually seeking to replace and expand
its reserves through the exploration of its existing properties as well as through acquisitions of new properties or of
interests in companics which own such properties. The Company encounters strong competition from other mining
companies in connection with the acquisition of properties.

Sale of Products and Future Market Access ..

The Company is primarily & producer of concentrates. These must be processed into metal by independent smelters
under concentrate sales agreement in order for the Company to be paid for its products. There can be no assurance
or guarantee that the Company will be able to enter into concentrate sale agreements on terms that are favorable to
the Company or st all. Access to the Company’s markets is subject to ongoing interruptions and trade barriers due
to policies and tariffs of individual countries, and the actions of certain interest groups 1o restrict the import of
certain commodities. Although there are currently no significant trade barriers existing or impending of which the
Company is aware that do, or could, materially affect the Company’s access to certain markets, there can be no
assurance that the Company’s access to these markets will not be restricted in the future,

Interest Rate Risk

The Company’s exposure to changes in interest rates results from investing and borrowing activitics undertaken to
manage liquidity and capital requirements. The Company has incurred indebtedness that bears interest at fixed and
floating rates, and may enter into interest rate swap agrcements to manage interest rate risk associated with that debt.
There can be no assurance that the Company will not be materially adversely affected by interest rate changes in the
future, notwithstanding its possible use of interest rate swaps. In addition, the Company’s possible use of interest
rate swaps exposes it to the risk of default by the counterpanties to such arrangements. Any such default could have a
matcrial adverse effect on the Company.
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Foreign Activities

The Company operates in the United States and from time to time in other foreign countries where there are added
risks and incertainties due to the different legal, cconomic, cultural and political environments, Some of these risks
include nutionalization and expropriation, social unrest and political instability, uncertainties in perfecting mineral
titles, trade barriers and exchange controls and material changes in 1axation. Further, developing country status or
unfavorable political climate may make it difficult for the Company to obtain financing for projects in some
countries.

Legal Proceedings
The natur: of the Company’s business may subject it to numerous regulatory investigations, claims, lawsuits and

other proceedings. The resulis of these Jegal proceedings cannot be predicted with certainty. There can be no
assurances: that these matters will not have a matenial adverse effect on the Company.
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MOUNT POLLEY MINE

Project Description and- Location

- The Mount Polley open pil copper-gold mine is Imperial's principal mineral property. Mount Polley Mining
Corporation {*MPMC™), a wholly owned subsidiary of Imperial, is the owner of the mine and property. The mine
site is located in south-central British Columbsia, eight kilometres southwest of Likely and 56 kilometres northeast of

~ Williams Lake on NTS Mapsheet 93A/12 at Jatitude 52° 33° N and longitude 121° 38" W.

As at the date of this AIF, the Mount Pollcy property consists of 42 mineral claims encompassing 18,706 hectares.
This includes five mining leases; tenurc’s 345731, 410495, 524068, 566385 and 573346 which expire August 22,
2026, September 29, 2034, December 19, 2035, September 21, 2037 and January 9, 2038 respectively. The property
map on page 9A identifies the Mount Polley claims, mincralized zones, waste dumps and tailings pond. A claim
map is provided on page 9B.

Mount Polley is an alkalic porphyry copper-gold deposit. Mincabic reserves have been determined in other zones
which are expect€d to go into production in the future. Exploration is ongoing in some of these zones, as well as in
other target areas which are af a more preliminary stage.

The mine had been shut down and on care and maintenance since September 2001 during the time of low mctal
prices. In 2003 the discovery of a new high grade zone on the property, the Northeast zone, together with the rise in
metal prices, led to the decision to reopen the mine.

Imperial completed a feasibility study in August 2004 (ref: 2004 Mount Potley Report, hercin incorporated by reference),
which .included an updaled ore reserve statement and 2 new mining plan, and confirmed the viability of restarting
} operations at Mount Polley mine.

In October 2004 2 mining permit amendment and a mining lease were granted to include mining of the Northeast
zone. Milling operations commenced in March 2005. The first copper concentrate shipment of approximately
11,500 tonnes was dispatched on July 10, 2005. The official Mount Polley mine re-opening ceremony tock place in
September 2005.

A number of studics by outside consultants were completed during the preparation of the permit amendment
application: acid rock drainage, metal leaching study of the rocks and an archaeological revicw, access and
overburden storage arcas was performed with nothing of interest noted. A soil survey of these same areas was
performed and a Wildlife and Species at Risk review was accomplished with no issues noted. Approval was been
received and a new mining lease established to facititate production from the Southeast zane pit.

Accessibility, Climate, Local Resources, Infrastructure and Physiography

Road access from the town of Williams Lake to the Mount Pollcy property is 15 kilometres southeast on Highway
97 to 150 Mile House, 76 kilometres north on the Likely Highway past Morchead Lake, and then 12 kilometres
south on the unpaved Bootjack Forest Access Road to the mine site. Other forestry and mining roads afford good
access to most of the property. Travel time from Williams Lake is approximately 75 minutes.

The property sits near the eastern edge of the Fraser Platcau physiographic sub-division which is characterized by
rolling topography and moderate relief. Elevations range from 920 metres at Polley Lake 1o 1,266 metres at the
summit of Mount Polley. Forest cover consists of Red Cedar, Douglas Fir and sub-alpine Fir, with lesser Black
Cottonwood, Trembling Aspen and Paper Birch. Much of the area has been clear-cut by commercial logging.

Mean monthly temperatures range from 13.7°C in July 10 minus 10.7° in January. Precipitation averages 755
millimetres, with 300 millimetres falling as snow.

Mining and milling operations proceed year round.
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History

The Mount Polley deposit was discovered in 1963 during follow-up prospecting of an acromagnctic anomaly
highlighted on a government acromagnetic map sheet. Mastedon Highland Bell Mines Limited and Leitch Gold
Mines first staked claims in 1964. In 1966 the twa companics merged to form Cariboo-Bell Copper Mines Limited.
Teck Corporation assumed control of Cariboo-Bell in 1969

From 1966 to 1972 a total of 18,341 metres of core drilling and 8,553 metres of percussien driliing had been
completed in 215 holes. Magnetic, seismic and induced polarization (IP) surveys were conducted in 1970. Teck
continued to work the property in 1972, 1973 and 1975. Highland Crow Resources, an afliliate of Teck, acquired
control in 1978. Six percussion holes totaling 354 metres were completed in 1979. .

In 1981 E&B Explorations Inc. optioned the property from Highland Crow and completed 1,746 me'res of core
drilling, 1,295 metres of rotary drilling, and soil geochemical and ground control surveys, In 1982 E&B acquired a
100% interest and continued 10 work the property with joint venture partners Geomex Partnerships and lmperial.
From 1982 to 1987 E&B completed soil geochemistry, magnetic, VLF-EM and IP surveys, geological mapping,
3,585 metres of core drilling and 4,026 metres of reverse circulation drilling.

In 1987 Imperial merged with Geomex Partnerships and purchased the remaining interest in the property from
Homestake Canada and others. E&B had merged with Mascet Gold Mines, which subsequently merged with Corona
Corporaticn, and finally became Homestake Cenada. During the period 1988 to 1990, Imperial conducted a
comprehensive exploration program consisting of 238 corc holes totaling 27,566 metres, the collection of 6 bulk
samples fram surface trenches totaling 130 tonnes, geological mapping and IP surveys. In 1990 Wright Engineers
completed a positive feasibility study (the “Wright Feasibility™ based on a 5 million tonne per year plant which
incorporatid new ore reserve calculations, metallurgical testing, geotechnical evaluations and environmental impact
ASSESSIMENIS. ' ‘

In 1994 Gibraltar Mines Ltd., under an option agresment with Imperial, drilled 7 core holes for 1,216 metres. Upon
evaluation of the project, Gibraltar declined further participation. Imperial increased its interest in Mount Polley to
100%. In 1995 a total of 5 core holes were drilled totaling 884 metres to be used for metallurgical test work. A total
of 11 core holes for 1,773 metres tested on-site exploration targets. A soil geochemistry survey was conducied over
a 3ik" liné-cilometre grid. In 1996 a total of 7 corc holes for 992 metres were drilled in areas peripheral to the
proposed pits. .

Imperial completed an update of the Wright Feasibility and a loan financing (the “Sumitomo Loan Agreement”) was
arranged with Sumitomo Corporation (“Sumitomo™) through a joint venture with SC Mincrals Canada Ltd., which
culminated in the formation of MPMC in April 1996.

Construction of the 18,000 tonne per day Mount Polley mine and milling facility began in May 1996 and was
completed in June 1997, The estimated cost was $123.5 million with a 17 month construction time. The project
was comp cted under budget, for $115 miltion, and five months ahead of schedule. The mill start-up and
commissioning occurred in late June, with the mill rising towards design capacity by year end. Completion under
the terms of the Sumitomo Loan Agreement was achicved by December 9, 1997,

The 1997 uxploration program completed drilling of 15 core holes for 1,614 metres to define the margins of the
Cariboo pit, and drilling of 17 percussion hotes for 702 metres to provide better ore definition for mine planning.
During 1998 a total of 9 core holes for 1,993 metres were drilled within and along the margins of the Cariboo pit. In
1999 a totel of 33 percussion holes for 1,385 metres and 18 core holes for 4,067 metres were completed. Testing
those targeis south of the Cariboo pit resulted in the discovery of the C2 zone.

In 2000 a tatal of 226 percussion holes for 10,653 metres and 26 core holes of 4,875 metres were completed. The
arcas which received work were the 207, Bell, C2, Canboo, MP-071, Road, Rad, Southeast and Springer. The
drilling was successful in defining previously discovered copper-gold mineralization in the C2, 207 and Southeast
zones, and :n discovering high grade copper mineralization north of the proposed Springer pit.
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Imperial increased its interest in the Mount Polley mine to 100% in December 2000 when the Company acquired
Sumitomo's 47.5% interest for $4.5 million cash. The transaction involved the restructuring of the outstanding debt
under the Sumitome Loan Agreement, which was converted to a $7 million non-recourse and non-interest beasing
loan, repayable over a period of up to 10 years at a maximum rate cach year of 10 monthly payments of $116,667
each, conditional on the Mount Polley mine being in operation.

In 2001 a total of 170 percussion holes for 9,42) metres and 41 core holes of 6,696 metres were completed. Mining
operations conlinued until September 2001 a1 which time operations were suspended due to low metal prices.

No new drilling occusred until after the discovery of ‘the high grade Northeast zone in August 2003 during
prospeciing north of the Bell pit. The Northeast zone discovery is approximately 1.5 kilometres nertheast from the
partially mined Bell pit, ncar the northern contact of the Mount Polley intrusive rocks with various Nicola Group
breccias. Trenching and drilling in the Northeast zone and immediately adjacent areas in latc 2003 through 2004
amounted to 54,715 metres over 187 holes, revealing a zone of hydrothermal breccia mineralized over a 450 metre
strike length. All diamond drilling through the end of 2006 was done by F. Boisvenu Drilling Lid. of Delta, British
Columbia.

The Northeast zone is distinguished from known breccia-hosted copper-gold deposits at Mount Polley by a higher
copper to gold ratio, higher silver and bomile content, lower magnetitc, as well as higher copper grade.
Electromagnetic {TEM and HLEM methods) and induced polarization/resistivity surveys were carried out on the
PM-8 claim on and around the Northeast zone ta characterize the geophysicat signature of the deposit.

During late 2003 and in 2004, a total of 18 holes (13,057 metres) were also driiled in the Springer zone,
concentrating on developing the decp part of the South Springer. The new drilling showed the existence of a much
larger and higher-grade zone in this area. The Bell zone was also drilled in 2004 with 30 new holes (5,450 memes)
completed. This drilling concentrated on defining the high grade core of the zone. Four holes (1,072 metres) were
drilled' in 2004 in the Boundary zone (formerly part of an adjacent property before a lcgal survey led to a
realignment of the claim boundary), confirming high-grade mineralization in hydrothermal breccia similar to the
Northeast zone. Eight 100 metre long condemnation holes were drilled cast of the Cariboo pit waste dump, with no
significant mineralization found.

Imperial conducted a new feasibility study in 2004 (2004 Mount Polley Report) which included mining in the
Springer, Northcast and Bell zones. Based on the positive results, preparations (or the restart of mining and milling
operations were fully underway by late 2004,

In carly 2005, delineation of the Northeast zone was completed with the drilling of 27 holes (16,310 metres) before
mining in the new Wight pit began in March. Exploration continued away from the active pits in a bid to establish
mineable reserves in other mineralized zones. In the 92 zone, a 14-hole program (5,964 metres) found similar but

thinner and lower grade mineralization than the Northeast zone, 500 m to the southeast. The main area of diamond .

drilling in 2005 was the Southeast zone, located one kilometre southeast of the mill complex (54 holes totating
15,998 metres). This drilling outlined an additiona! source of mill feed with a high gotd to copper ratio and & low
stripping ratio to blend with high grade copper ore from the Wight pit (Noriheast zone). The Pond zone, 300 metres
southwest” of the Southeast zone, was diamond drill-tested with 4 holes {total 1,210 metres), resulting in the
discovery of skam-related copper-gold mineralization.

In mid-2005 exploration emphasis shifted from definition drilling to property-wide exploration that focused on the
discovery of additional mineralized zones. The program included surficial and geological mapping, prospecting, till
and whole rock geochemical sampling (all done by Imperial personnel), and percussion drilling (done by Shamrock
Construction of Nakusp, British Columbia). The percussion drilling (160 holes, 4,391 metres) targeted numerous
areas and under-explored tracts on the castern and southern borders of the Mouni Polley area, following up on trench
and test-pit anomalies, such as in the-Tall Fir zone. Percussion holes were also drilted in part of the C2 zope,
immediately south of the completed Caniboo pit.

In 2006, exploration consisted of dizmond drilling (26,240 metres over 123 holes), trenching, and ground magnetic
surveys. Drilling was primarily aimed at the expansion or infil] definition of known deposits, particularly in the C2
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zone (70 holes, total 12,605 metres). Similarly, 8 holes (total 2,399 melres) were drilled in the Southeast zone, and
22 heles (total 5,417 metres) in the Boundary zone, advancing the feasibility of those deposits also. A long,
exploratory hole was drilled undemeath the northern extension of the Northeast zone to test for its depth extent in

this area, which could not be confirmed. Three other holes were drilled south of the Wight pit around the ramp. .

Five defir.ition holes (total 771 metres) were drilled in the active Bell pit, and one in.the still undeveloped Springer
zone.

Other, newer exploration targets were drilled in 2006, including the base of Polley Mountain east of the Bell pit (35
percussion holes, and 4 diamond drill holes totaling 933 metres); a till geochemical anomaly on Joc's Creek; the Tall
Fir zone, immediately north of the Southeast zone (5 holes totaling 1,005 metres); and the North Slope area, halfway
between t3¢ Bell and Boundary zones. Results did not justify further work at this time. One hole was drilled in the
Junction zone, northwest of the Springer depasit, and onc hole in weakly mincralized diorite in the Ace zone, south
of the Pord zone. Though results were inconelusive, these areas warranted further examination. .

Geological Setting

Mount Polley is an alkalic porphyry copper-gold deposit. It lies in lhc' tectono-stratigraphic Quesnel terrane or
Quesnellii, which extends from south” of the United States border to north-central British Columbia. The

characteristic companent of Quesnellia is a Middle Triassic to Early Jurassic assemblage of volcanic, sedimentary .

and plutonic rocks which formed in an ‘island arc tectonic sciting, outboard .of the ancestral North American
continental margin in the carly Mesozoic. Quesnellia hosts several major porphyry copper deposits such as
Highland Valley, Copper Mountain, Afton-Ajax and Mount Milligan, all generated by carly Mesozoic, calc-alkalic
or alkalic island-arc magmatism. : : ’

The Mount Polley area lies in the Central Quesnel Belt in Quesnellia. The arc-related rocks here are classified as '

Nicola Group, and comprise a succession from Middle Triassic finc-grained oceanic sediments, overlain by a thick
pile of submarine, alkalic basaltic to andesitic volcanics and related subvolcanic intrusions and minor limestone of
Late Triassic age, in turn overlain by Early Jurassic clastic rocks, This succession was folded into a broad regional
syncline cluring Middle Jurassic deformation, which occurred after the end of magmatism and accretion of the arc
onto the continental margin in the late Early Jurassic. :

Mount Pclley itself is a-complex of inlermediate intrusions which were emplaced into the Triassic sedimentary-
volcanic succession in the waning stages of arc magmatism, near the end of* the Triassic, around 205-203 Ma.
Mount Polley lies in the hinge zone of the regional syncline. The intrusive complex is about 5 to 6 kilometres long
(north-noithwest) and 3 kilometres wide, lying between Polley Lake in the cast and Bootjack Lake in the west. A
large neplicline syeriite:intrusion, the Bootjack Stock, occurs south of Mount Polley. It is the same age as Mount
Polley and is part of the.overall intrusive centre, but it is not associated with significant mineralization. .. .,

The Mount.Polley intrusions are typically monzodiorite, but range from diorite (oldest) to monzonite '(young&‘st).. .
Not all are porphyritic. - They are undersaturated in silica, and have an alkalic or shoshonitic chemical. signature. ,
Quartz is very'rare. “Some intrusions are texturally distinct or form discrete dike-like bodics, but most of the igneous: -

rocks are compositionally 'similar, . variably altered, and have indistinct contact relations. In addition: to the
intrusions; there are.zones ‘of “polymictic magmatic:hydrothermal breccias, some of which are related o
mineralization events. These brecciss, and some intrusions that are particulacly rich in inclusions, have previously
been incoirectly interpreted as volcanic breccias.

Lo KRR
Hydrotheimal alteration is characterized by potassic (potassium feldspar and locally biotite), albite. and magnelite
metesomatism, with zones of gamet- or actinolite-rich cele-silicate. Mineralization and most of the alieration at
Mount Polley occurred in the late stages of igneous activity.

Copper mineralization is widespread at Mount Pollcy, but is concentrated in zones of strong hydrothermal fracturing
or brecciation. Some of these zones have become ore reserves, while others are still being explored. The strongest
alteration and most extensive mineralization oceurs in the Core zone of Mount Polley, consisting of the Cariboo,
Bell and $pringer orebodies, to which can now be added the C2 zone orcbody (historically called the C2/207 zone).
The Caritoo deposit was mined out in 20601, Two kilometres southeast of the Core zone is the Southeast zone,
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which straddles the contact with Nicola Group basaltic-andesitic rocks. The Pond zone, 500 metres southwest of the
Southeast zone, consists of skamn-hosted mineralization arourd the southern contact of Mount Polley intrusions with
Nicola Group limestone. The Northeast zone (Wight pit) and the Boundary zone, respectively 1.5 kilometres
northeast and north of the Bell pit, are orebodies in distinctive hydrothermal breccias, and have different alieration
and mineralization styles and grade characleristics from the Corc zone deposits. Additional information on most of
these deposits is provided under the Mineralization scction in this AlF.

Exploration

The 2007 exploration program consisted of diamond drilling, trenching and ground magnetometer surveys. The
exploration program was conducted under the direction of Steve Robertson, P.Geo, Exploration Manager, the
designated Qualificd Person as defined by National Instrument 43-101. Drilling and trench samples were analyzed
a1 the Mount Poliey mine laboratory and Acme Analytical Laboratorics in Vancouver. A full QA/QC program using
blanks, standards and duplicates was maintained for all drill samples submitted to the lab. All diamond drilling in
2007 was done by Atlas Drilling Lid. of Kamloops, British Columbia, (ref May 14/07, Jul 3/07 and Mar 20/08 News
Releases, herein incorporated by reference)

Exploration diamond drilling in 2007 amounted to 39,503 metres over 12! holes, in the following areas: Springer,
C2, Boundary, Northeast, Area 9, Southeast, Pond, Ace and Skid zones. The emphasis was on the Springer zone
where 18,353 metres in 49 holes were drilled. Positive drilling results in recent years continue to encourage deep
exploration of the Springer deposit, and the 2007 drilling was partly aimed at expanding pit limits to the west and
north. Hightights include hole SDG7-20 in the southwest which intersected 454 metres grading 0.44% copper and
0.3 gh gold. In the south, a new deep, high grade zone was found in hole SD07-48, grading 0.81% copper and 0.91
&/t gotd over 80 metres. One of the most northern holes drilled in the program, SD07-45, intercepted 0.21% copper
and 0.32 g/t gold over 255.0 metres. This long interval of mineralization confirms the continuation of the northern
end of the Springer zone, and demonstrates the need to explore further in this direction.

Indeed, sporadic mineratization has been found in recent years by trenching and percussion drilling several hundred
metres northwest of the Springer. Drill holes SD07-63 and SD07-64 were collared 125 metres northwest of the final
pit design and had encouraging results. These were followed up by drill hole JZ07-02 (389.2 metres), collared an
additional 550 metres to the west, returning 165.0 metres grading 0.38% copper and 0.20 g/t gold. Included in this
interval of consistent, disseminated chalcopyrite and minor native copper was 35.0 metres grading 0.60% copper
and 0.32 g/t gold. The mineralization starts approximately 150 metres below the surface, and was discovered
because past drilling campaigs in this area did not penetrate decp cnough.

Six holes (1,251.8 metres) were drilled in the southern part of the C2 zonc, straddling the Polley Fault. Previous
drilling in the vicinity of the fault had intersected strong gold values, and the 2007 program provided more good
results. Hole C207-73 intersected 12.5 metres grading 1.05% copper and 1.46 g/t gold, and hole C207-75 retumed
0.58% copper and 2.72 g/t gold, also over.12.5 metres.

Fourteen holes (4,511 metres) were drilled in and immediately cast of the Boundary zone, partially filling in the area
between the Boundary and Northeast zones (Wight pit), Drill targets included anomalies found by ground
magnetometer surveys done in this recently clearcut area. Hole NDO7-30 intersccted 34.2 metres grading 0.37%
copper, 0.70 g/t gold and 2.0 ppm silver.

Exploration of the Northeast zone continued in 2007, within the Wight pit and around its northern perimeter {13
holes, 6,210.9 metres). Most were deep holes designed to irnprove delineation of high-grade mineralization, targeted
for future underground mining beneath the final Wight pit design. Hole WB07-241 was collared in the pit and
returned 224.1 metres grading 0.93% copper, 0.27 g/t gold and 6.58 g/t silver, This entire intescept is below the final
pit design, which is scheduled for completion in late 2008.

A new zone of mineralization was discovered 600 metres north of the present Wight pit, beneath a cover of post-
intrusive, polymictic breccias. Hole WB07-239 intersected 101.6 metres grading 0.42% copper, 0.13 g/t gold and
4.62 g/ silver, in hydrothermal breccia essentially idemtical 10 that of the Northeast zone. A follow-up hole, WHOT-
242, intersected more breccia, but was less consistently mincralized,
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Area 9, northwest of the main Mount Polley area along the Bootjack Forest Access road, is marked by a broad
magnetic anomaly, and was explored with trenching and test-pit excavations in 2007. No significant mineralization
was found near surface; two holes were drilled {(603.8 metres) in order to test the rocks at depth, both unsuccessful,

Fourteen holes (2,193 metres) were drilled in and around the Southeast zone to confirm mineralization to the east
and west of the planned open pit. Holes SE07-63 1o SE07-66 were drilled along the western side of the proposed
pit. The strongest intersection in this area was 94.3 metres grading 0.22% copper and 0.42 g/t gold in SE07-63. Just
beyond the castern limit of the proposed pit, SEG7-69 returned 50.0 metres grading 0.25% copper and 0.33 g/t gold.
Stripping began in Fall 2007,

In the Pond zone, 300 metres southwest of the planncd Southeast zone pit, 12 holes (3,211 metres) were drilled to,
test the vertical extent of skamn-hosted mineralization discovered in 2005. Hole PZ07-06 returned. 145.9 metres
grading (.52% copper, 0.31 g/t gold and 7.54 ppm silver starting at 9.1 metres down hole. Hole PZ07-11 intersceted
59.8 metres grading 0.74% copper, 0.31 g/ gold and 12.82 g/t silver, also beginning near-surface. These-intercepts
have demonstrated the grade and size polentia), and raised the possibility that the Pond zone can be incprporated into
the future: development of the Southeast zone.

Adjacen! to the Pond zone, six trench lines were dug in the poorly exposed area to the west 10 test for more
mineralization, or limestone subcrop, but no targets were generated. To the south, in the Ace zone, two holes (341
metres} were drilled under anomalous trench samples. -

The Skid zone was drilled with 8 holes (2,238 metres) following up on visible copper mineralization and strong
alteration revealed by 2006 and 2007 trenching. Significant but discontinuous mmemhzcd intervals were intersected
in the southeast and northwest of the zone.

Mmeraiu:atlen

. Cariboo

The Cariboo pit was completed in September 2001, In general, high-grade feed from the Cariboo consisted of pink,
potassically altered fractured or brecciated intrusive rocks. Veins and replacement consisting dominantly of calcite,
epidote, actinolite and microcline are present throughout the breccias, increasing in intensity in more strongly
mineraliz:d rock. Magnetite content within the breccia cement was found to be spatially highly variable, and clearly
correlated with copper and gold grades. Very high-grade (Cu-Au) magnetite *pipes’ occurred in the South and East
Lobc zonu:s; thesc pipes were mistaken as supergene mineralization in the carly stages of exploration,

Copper mineralization occurred mostly as disseminated chalcopyrite. Minor chalcopyrite also occurred in fraclures
and veiniuts, Minor bomite and trace quantities of covellite, chalcocite and dngcmtc were present in more strongly
altered rock. Copper oxides (true oxides, carbonates and silicates) were present in varying quantities throughout the
pit. Malachite/azurite occurred as powdery fracture-fill. Chrysocolla occurred in fractures, vcmlets. and as blebs,
and was apundant only in a structurally controlled zone in the center of the pit. '

Bcll

The Bell pit was separated from mining in the Cariboo pit by a poorly mineralized section of monzonite, but during
the recent (2005-2006) development of the Bell pit, this section was found to be mineable, and the two pits are now
connccted, Mineralization in the Bell deposit occurs as fine to coarse disseminated and veined chalcopyrite, in
potassium feldspar-aliered, brecciated monzodiorite-monzonite. The ore has a relatively high pyrite component.
Other minor copper sulfides including bomite, chalcocite, covellite and digenite also occur. The ore has a low oxide
1o total copper ratio of 2% to 10%. Chrysocolla is rare to absent. Most of the higher grade mineralization occurs
along the west wall diorite contact. This higher grade mincralization dips steeply to the east, and was, at the
suspension of mining in 2001, exposed on the 1120 bench floor.
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Pyrite oecurs (0.5% to 2%) along fractures in the north/central area of the pit. This elevated pyrite affected the
concentrate grade during mining in 2001. The addition of lime to the mill flotation circuit was helpful in controlling
this concentrate problem. .

Springer

In general, high-grade feed from the Springer pit consists of potassium feldspar and albite-altered breccias similar to
those in the Cariboo. Copper mineralization occurs mostly as disseminated, veined and blebby chalcopyrite. Minor
bornite and trace quantities of coveliite, chalcocite and digenite are also present. Copper oxides (truc oxides,
carbonates and silicates) are present in varying quantities throughout the deposit, depending on the zone.
Malachite/azurite occurs as powdery fracture-fill. Chrysocolla oczurs in fractures and veinlets and as blebs up t0 2
centimetres, and will only be abundant in the upper part of the South Springer. Magnetite content within the breccia
is expected to be similar to the Cariboo ore, which was found to be highly variable depending on location and
correlated strongly with copper and gold grades. High-grade (Cu-Au) magnetite ‘pipes” like thosc in the South and
East Lobs zones of the Cariboo have not been identified in the Springer, but as was the case in the Cariboo, they
may still be found during mining. Drilling in the Springer has located zones of mineralized, magnetite and gamet-
rich calc-silicate alteration. The size 4nd configuration of the final Springer pit is stil] under revision as extensions
of the mineralization continue to be discovered at depth, and to the northwest (ref: AIF Exploration section). A 73,000
tonne sample of highly oxidized copper mineralization was mined and test milled from the 1170/60 elevation of the
Upper South Springer in Scptember 2001. This sample was used 1o test the recovery and milling characteristics of
this type of high copper oxide mineralization using the existing mill. The sample had a head grade of 0.37% copper
and 0.58 g/t gold with a 70% copper oxide ratio. The recovery of copper from this test was only 16.4% however, the
gold recovery was 67.3% showing that gold recovery is largely independent from the oxide copper content [node:
copper oxide ratio = copper oxide assay in % / total copper assay in %]

c2

The centre of the C2 zone is about 200 metres south of the Cariboo pit. The C2 mineralization is hosted within
potassium feldspar and aibite-altered breccias similar to those in the Cariboo, with domains of magnetite-rich
breccia (scc below), and mineralized skam alteration. Non-sutphide copper mineralization consists of 40 to 60%
chrysocolla, with azurite and malachite making up the rest of the oxide copper content. The sulphide portion of the
ore consists mostly of fine-grained chalcopyrite, with traces of bomite. The high overall copper oxide rotio
originally made the C2 zone uneconomic. However, recent drilling {percussion and core) focused in a sub-area of
the C2 zone called the Wagon Whee! has revealed a magnetite-cemented hydrothermal breccia hosting high-grade
copper and gold. The drilling indicates a roughly tabular gold-rich mincralized zone trending and gently plunging
north towards the Cariboo pil. Step-out and infill drilling in 2006 and 2007 expanded this zone and the rest of the
C2, to the cast, north and particularly to the southwest. An cconomic pit has now been designed for the central pant
of the C2 zone.

Southeast

The Southeast zone is situated 1.4 kilometres southeast of the Cariboo pit. It is an area of monzonite diking,
hydrothermal breccias and mineralization, which developed around the contact between the Mount Polley intrusive
rocks to the west, and more mafic, basaltic-andesitic rocks 1o the east. Pyrite and chalcopyrite occur disseminated in
the cement-malrix, in open-space or vein fillings, and in veinlcts extending into breccia clasts or into surrounding
coherent (non or weakly brecciated) rock. Compared 1o other deposits at Mount Polley, potassium feldspar alteration
is generally weaker here, occurring in patchy zones and fracture haloes; pynte and epidote are stronger. The
mincralization is not oxidized below a few metres from surface.

The gold-copper ratio is generally higher than in most other Mount Polley deposits, at between 1 and 4 (grams per
tonne vs %). Gold {and silver) is closely correlated with chalcopyrite, although there are a few gold-only zones,
with the gold possibly associated with pyritc or cpidote. Rare molybdenite occurs in ulbite veins, and locally
accompanies pyrite and chalcopyrite. Drilling has determined that the mineralization extends much deeper than had
been outlined in earlier programs (2000-2001} ie. to about 500 metres depth,
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An cconomic pit has been designed for the Southeast zene and mining has begun.
Northeast

Northeast zone (Wight pit) ore is distinctly higher grade than other Mount Polley deposits, and consists of coarser

grained copper sulfides than the Cariboo, Bell or Springer ores. The average copper grade in this zone is 0.8 to 1.0%

which is approximately three times higher than the other zones.

Mineralitation occurs in fragmental, polymictic, magmatic-hydrothermal breccia with. a clastic matrix, and also in
brecciated monzonite, The breccias are cut by pre and post mineral porphyritic dikes, which are generally

unmineralized. Alteration is characterized by red-brown potassium feldspar, pervasive calcite, and a marginal zone .

marked by fine andraditic gamet, Significant secondary magnetite is not present, unlike in the Core zone at Mount
Polley, so the Northeast zene tacks 8 distinctive magnetic geophysical signature. S

Ore-waste contacts are relatively sharp in the east, and more gradational in the west. Chalcopyrite is the dominant

copper mineral, typically associated with 2ones of mild to intense crackle brecciation. Coarse chalcopyrite ocours as.

cement 1illing spaces between angular clasts in tightly pecked, matrix-poor breccia, Bomite accompanies
chalcapyrite in the high grade core of the arebody, where assays obtained from drill core can reach over 5% copper.
Bomite frequently rims chalcopyrite, and-locally completely replaces it to the point of being the dominant sulphide.
Pyrite is -weak 10 absent in the high-grade mineralization, but increascs towards the outer parts. Copper minerals in
the pre-mineral porphyritic dikes are weakly disseminated or fracturc-controlled. The margins of the main
mineralizzd zone are quite sharp and structurally conirolled. Ouiside of the zone and to the west, the monzonitic
rocks are charscterized by disseminated, fine-grained pyrite up to ) or 2% by visual estimate. These rocks
characterize most of the Northeast zone waste material.

Boundary

The Boundary zone is geologically similar to the Northeast zone, 600 metres to the cast-southeast, although it differs .

in that its characteristic featurc is magnetite-rich hydrothermal breccia in the highesi-grade pan of the zone.

Significar.! mineralization, occurs over an area about 150 metres in diameter, by 200 metres in depth from surface. It -

is hosted in brecciated monzonite or monzodiorite; fragmental polymictic breccia (that dominates the high-grade

Northeast zone orebody) is apparently less significant in the Boundary zone. Otherwise, the alteration and style of .

mineralization is similar to the Northeast zone, although copper-gold grades are gencrally lower, and bomile is very
limited. E:tploration drilling is.ongoing zone. :

Skid

The Skid zonc is halfway between the Northeast zone and the Southeast zone, and like the latter, is in. monzonitic
rocks marysinal to basaltic-andesitic country rocks. The area is marked by a strong magnetic anomaly, clearly related
to magnet.tc-cemented hydrothermal breccias which were exposed by a series of trenches dug in 2006 and 2007.
Magnetite and potassium feldspar altcration in the Skid zonc ranges from weak or absent to very strong. The best

chalcopyrite and malachite mineralization correlates with the degree of alteration, although it.was found to be -

discontinuaus and of modest grade, in both trench samples and subsequent 2007 drilling. The best intervals were
encountered in the southeast and northwest of the zone.

Drilling

The Mount: Polley claims have been drilied since I§66. As of December 31, 2007 a total of 1,966 exbloration holes
have been dnilled.

Drill core from exploration drilling (1981-2007) is stored on site, in covered core racks. Most of the early drill core
from 1966 to 1980 was lost due to vandalism. All core samples from 1981 onwards were collected and stored in
wooden boxes. The average core size was NQ2. Each core box holds approximately four metres. The core was
logged geotechnically and geologically. Sample intervals are marked off and the core was submitted for cutting.
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The corc was split and one half is sent for analysis and the other half is retained as a geological record or for future
test work. L

Sampling, Analysis and Security of Samples

Mount Polley drill core was, in most cases, sampled in its entirety. The usual sample length was 1.0 to 2.5 metres,
although visually unmineralized zones were sometimes sampled in 3.0 to 5.0 metre lengths. The standard length of
2.5 metres was broken into smaller intervals where major changes in geology, faults, or major changes in
mineralization intensity were noted,

The industry standard  methods of using standards, duplicates and blank samples were followed in all recent drilling
programs ‘for qualify assurance and quality control purposes. The core was first logged geotechnically and
geologically, then samples were cut with a rock saw. One half of the core was sent for analysis and the other half
stored on the property for future reference. The core library is located on the mine site near the administration
buiiding. The'core logging facility is located next to the administration building on the mine site.

All drill core (rom recent programs {post 1980) were assayed for gold, total copper, and iron while non-sulphide
copper, silver and ICP analysis were completed on core from certain areas of the property where the additional data
was considered to be important. Much of the pre-1980 core was assayed only for total copper. Over the life of the
mine exploration samples were assayed at a number of British Columbia labs. In 2006 approximately 80% of the
core samples were analyzed by the on-site mine site laboratory; the remaining 20% of the core was analyzed by
Acme Analytical Labs in Vancouver.

The quality of assay results was rigorously tested both internally and extemally. The Mount Folley mine site
laboratory included a standard; a blank and a duplicate sample in cach analytical run with a minimum of 5% of all
samples submitted to external laboratories for check analyses. Additionally 5-10% of core samples were submitted
8s blind duplicates. Original assay certificates and drill logs are stored on site at the minc. A completc report on
each years cxploration program was submitted to the BC Ministry of Mines as pant of the Annual Property
Assessment Report.

Leach Testing

Imperial conducted research during 2002-2003 which was designed to find leaching techniques that would
economically leach the type of copper oxide mincralization found near surface on the Mount Poliey property. The
work was successful in bench scale tests. Initial testing of highly oxidized material from the Springer pit has shown
up to 78% of the acid soluble copper can be recovered in about 110 days of leaching when it is crushed to a half
inch. This compares to an expected copper recovery of 11% if this material were treated in the existing flotation
plant.

In 2006 Mount Polley received a permit to conduct a test of this process. Construction of a 20,000 square metre
leach pad was completed in the first quarter of 2007,

In the summer of 2007 oxidized copper bearing rock from the Springer pit was crushed to minus 19 millimetres,
blended with raw sulphur and stacked on the prepared leach pad surface. Crushing and stacking of 198,500 tonnes of
oxidized Springer pit material grading 0.35% total copper was completed by the end of August.

tnitial leaching of the stacked ore commenced in August at a solution application rate of 10 litres/our/m2. Solution
containing thicoxidan bacteria were added to the leach solution. This bacteria consumes sulphur and produces the
needed sulphuric acid for leaching copper oxide minerals. Over a six month period the solution chemistry has
decreased in pH from 7.3 to 3.1, temperature in the heap has increased from 8° to 21° Celsius, and copper
concentration in solution has risen to over 1,000 ppm. To date, the copper leached into setution is 5,000 kilograms
or 11,000 pounds.

The Electrowinning building was completed and installed by the end of October 2007. Recovery of copper by
clectrowinning will begin when leach solutions drop to a pH of approximately 2.
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The test heap is being completed to prove that the use of bacieria to oxidize raw sulphur blended into a heap is an
economi: way of producing the sulphuric acid required to leach oxide copper mincrals. When the test heap is
completed, the information obtained from the test will be used to design a full scale leach pad with a capacity of
approximatety 6.5 million tonnes of oxide ore. It is amticipated that the production heap of this size could producc
approximately 24 million pounds of copper.

Mineral Resource and Mineral Reserve Estimates

Mincral -esource and mineral reserve cstimates for Mount Polley were updated to include all drilling information
available to January 1, 2008. The updated estimates were calculated based on the parameters included in the 2004
Mount Polley Report and were disseminsted in the News Release dated March 31, 2008 (both documents herein
incorporaied by reference). . ) )

As of January 1, 2008 1otal Mount Polley reserves are 55.6 million 1onnes of 0.36% copper, 0.30‘g/t gold and 0.66
g/t silver. Exploration replaced 2.2 million tonnes of the 6.4 million tonnes mined in 2007,

:Mount P|"}llcy Mine Proven and Probable Reserves C o . J
.............. Grade .. ..L._._.._ ConainedMetal ___ .
Copper Gold  Silver] Copper(lb) Gold(oz) Silver (oz)| Stripping
Zone/Pit___Tonnes Ore % gt gh|  000.000's 000's 000's| .~ Ratio
Wight 2,526,502 0.957 0.307 6.166 53.30 24,94 500.86 1.39
Bell 1,674,934 0.386 0.445 - 14.25 2396 - 1.01
Springer 44 499,296 0.339 0.277 0421 332.57 396.30 602.32 39
c2 - 4544770 0246 0.364 - 24.65 53.19 T 277
Southeast 2,315,221 0.248 0.458 1.046 12.66 34.09 77.86 1.12
Total 55,560,723 0.357 0.298 0.661 437.44 532.48 1,181.04
* refer to t1ble below for copper equivalent calculation
| Coppcr}})quivalenl Calculation by Zone [fresource values based on 0.3 Copper Equivalent Cur-Off] ]
Northea:it' EqCu% = Copper + Gold / 1.44 + Silver/ 116 :
Bell £qCa% = Copper + Gold /1.27
.. Springer ' ~ EqCu% = Copper + Gold /1.27
C2 EqCu% = Copper + Gold /1.27
Southeast " EqCu% = Copper + Gold / 1.44 + Silver / 116

! Northean Zone contains the Wight Pit

The ore reserves and resources were calculated and verified by Ant Frye, Manager of Mining, Mount Polley Mining.
Corporation, and Greg Gillstrom, P, Eng., Geological Engineer, the designated Qualified Person as defined by
National [nstrument 43-101.

Reserves were estimated using the parameters based on updated pit designs and the current Mount Pollcy-

production schedute. The ultimate pit designs were based on USSl .80/1b copper, US5750. OOIoz gold, USSIO 00/0z
silver and $1.176 US/CDN exchange rate.
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Mining Opemhons
Previous Operations

The previous mining operations at Mount Policy were suspended in September 2001 duc to low metal prices. Prior
to the suspension 55.0 million tonncs of material were mined from the Cariboo and Bell pits yielding 27.7 million
tonnes of ore grading 0.56 g/t gold and 0.33% copper. The mine continued to segregate low grade material in
response to fow metal prices, Low grade material was defined as that which is uneconomic at current metal prices,
but would be economic'at the Wright Feasibility inetal prices. At the time of suspension of operations, 2.7 million
tonnes of low grade material grading 0.22% copper and 0.31 g/t gold was stockpiled near the crusher. A high grade
stock pile was used to store production during mill down times. When the mine suspended operations 208,000
tonnes of material grading 0.29% copper and 0.42 g/t gold remained in this stock pile, located across from the
crusher.

Past production has been exclusively from open pit mining methods, exploiting two of the four main deposits, the
Cariboo and Bell pits. Waste rock was stored in three rock dispesal sites; East, North and North Cariboo Backfill,
Ledcor Industries Lid. mined under contract until November 1997, when MPMC assumed operations.

The miricd out Cariboo pit was mined from the 1,220 metre to the 1,030 metre benches. The ore reserves were
exhausted in September 2001, Waste was hauled to the cast rock disposal site and north Cariboo backfill.

The Bell pit was mined on a continuous basis from fall 2000 to suspension of operations in September 2001. Waste
was disposed in the north rock disposal site and north Cariboo backfill.

In the summer of 200, accesses were built 1o the siarter benches of the Springer pit and a 73,000 tonne oxide
copper bulk sample was removed for milling and metallurgical recovery tests.

Current Operations

The 2004 Mount Polley Report (herein incorporated by reference) confirmed the viability of restarting operations at the
Mount Polley mine. Mitling operations restarted on March 8, 2005 following five months of extensive pre-
production activities, including access road construction, clearing of the Wight pit, Bell pit pre-stripping and mill
and site refurbishments. Production for the past three years is provided in the following table.

[ For the Years Ended December 31, 2007 December 31, 2006 *December 31, 2005 ]
Ore milied (tonnes) o 6,444,112 6,235,221 " 4,814,083
Ore milled per calendar day {tonnes) 17,655 17,083 16,209
Grade % - Copper 0.46) 0474 0.391
Grade g/t - Gold 0.242 ' 0.265 0.295
Recovery % — Copper 78.66 ) 85.31 731
Recovery % - Gold 69.34 71.89 67.1
Copper produced (Ibs) 51,506,144 55,548,194 30,328,771
Gold produced (oz) 34,833 38,164 30,635
Silver ptoduced (oz) 370,731 422,568 234,155

* from March 8 restart of uperations

Production Forecast

Planned production for 2008 includes 60 million pounds copper, 52 thousand ounces gold, 395 thousand ounces
silver.

Production forecasts for the Mount Polley mine arc based on the January 2008 updated mineral resource and mineral
reserve estimates as provided in the News Releasc dated March 31, 2008 (hercin incorporated by reference).
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Mine Life:

The reserve and resource estimate for Mount Polley has been updated as of January 1, 2008, Detailed information is
provided in the News Release dated March 31, 2608 (herein incorporated by reference). The updated reserve estimate
has exten ded the planned mine life to the 2015 fourth quarter. .

Mining Mlethod

Past mining was all from open pits, the design included the.use of a base fleet of equipment and the utiiimtion ofa
contracto: to make up stripping shortfalls. Contract mining was utilized for the period June 1 to November 14, 1997

after which Mount Polley used its own equipment and manpower for all mining. Mining operations were suspended

in September of 2001, with a total of 55.0 million tonnes of material mined from the Cariboo and Bell pits, of which
27.7 million tonnes were ore.

The 2004 mine plan included a change to a 12-metre bench height in all pits, rather than the previous ten metre
bench height, as a compromise of ore grade control, blast energy distribution using 9 7/8 inch blast holes and muck
pile height using P&H 2100 shovels. Ramps have been designed to accommodate double lane haulage traffic using
Caterpilter 777 and Caterpillar 785C trucks The primary crusher pocket has capacity to accept malcnal from a 150
tonne truck.

Equipment and supply operating costs used in the 2004 Mount Pellcy Report (hcr:m mcorpora!ed by reference) were
based on data as available from Mount Pollcy s previous and current operating experience and adjusted for
increased fuel prices, power rates and supply prices for parts and consumables. Unit costs for other equipment were
obtained {rom equipment suppliers.

Milling a1d Metallurgical Process

In the Mount Polley mill run-of-mine ore from the open pits is dumped into the feed pocket of the primary gyratory
crusher to reduce the rock to a nominal 200 millimetres. A hydraulic rock breaker is used to break the oversize
material. The crushed ore is discharged onto an apron feeder, which feeds onto a conveyor to the coarse stockpile.
Ore is rec laimed from undemeath the stockpile by four vibrating feeders and conveyed toa vibrating screen.

In preparation for flotation, ore from the feed stockpile is conveyed to a grinding circuit, consisting of parallel rod
mill/ball il circuits and a pebble mill circuit. Crusher product is first fed to a rod mill, and then 1o a ball mill. Ball
mill discharge is pumped to cyclones, where the coarse particles arc separated to retum to the ball mill, while the
finer particles proceed to the three pcbbie mills. Cyclones are again 'used to return oversize material to’ the mills,
while lhc fines, now at the necessary size for mineral separation, are pumped to the flotation circuit.

The ﬂotal ion circuit scparatcs the valuable minerals from the waste rock, producing a concentrate. Initial scparanon
is done in a roughcr/scavenger circuit, where the waste rock is discarded as tailings, which flows, by gravity to the
tailings irnpoundment area. Rougher concentrate is further upgraded in a cleaner circuit to produce the final producl
Cleancr tailings are recycled 1o the rougher/scavenger circuit.

The concr:nlrate is dewatered in two stages. Settling reduces the water contens to roughly 35-40% while pressurc‘.
fi llrauon further reducés it'1o rough]y 8%. The water removed is utilized as process water. The concentrate is stored -

in the load-out building and loaded on to 40 tonne trucks for shipping.
Markets and Coniracts

As at March 2008, four concentrate sales contracts are in place for Mount Polley copper concentrate, New
concentrzte sales arrangements arc negotiated as required.
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Financial Analysis

The 2004 Mount Polley Report contains financial analysis assumptions, and is herein incorporated by reference.
Taxes

Applicable taxes for Mount Polley are British Columbia and Canadian Income Taxes at 34.12% of taxable income;
BC Mineral Tax of a 2% advance tax on resource income or 13% of net revenue after capital is recovered; and
propesty taxes inciuded in mine general and administrative costs which are approximately $1 million per annum.
Environmental Conditions

There are no environmental compliance issues outstanding at the Mount Polley mining operation. All environmental
permit monitoring requirements and other environmental programs had been maintained or were restarted upon the
resurnption of mining and processing activities in 2005, A complete list of all permits that were obtained for
operation of the Mount Polley minc are listed in Appencix A of the 2004 Mount Polley Report (herein incorporuted by
reference).

Reclamation at Mount Polley to date has mostly consisted of reclamation research. Some reclamation has been
conducted in the form of resloping of the 1150 level of the East Rock Dump. Approximately 2.24 ha have been
resloped to date, In addition, approximately 5.83 ha of the 1170 RD have been resloped and reclaimed.

The estimated costs for reclamation are $3.4 million at the end of the 2007 and this amount is expected to be
maintained as progressive reclamation activities are scheduled to offset the development of new areas.
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HUCKLEBERRY MINE
Project Description and Location

Huckleberry Mines Ltd. is owner of the Huckieberry minc located southwest of Houston, British Columbia.
Imperial holds a 50% interest in Huckleberry Mines Ltd., and the other 50% interest is held by a consortium
consisting of Mitsubishi Materials Corporation, Marubeni Corporation, Dowa Mining Co. Ltd. and Furukawa Co.
(the “Japan Group™).

‘The Hucklcberry property consists of a mining lease covering approximatclly 1,911 hectares, and 34 mineral claims
encompassing approximately 16,307 hectares, The claims and mineral leases are contiguous.

Huckleberry Mines Ltd. also has an interest in three mineral claims covering 3,059 hectares on a property 8
kilometres north of the Huckleberry mine known as Whiting Creek. A claim map is provided on page 22A.

Accessibility, Climate, Local Resources, Infrastructure and Pﬁysiography

Access 10 the property is along 123 kilametres of gravel forest service roads and a private access road. The town of
Houston is 307 kilometres west of Prince George, 400 kilometres east of Prince Rupert, served by Highway 16 and
the Canadiun National Railway, .

Copper concentrates are transported by truck to the Port of Stewan, British Columbia and then by bulk carrier. The
molybdenum concentrate is trucked to and sold in Vancouver under long term contract. Contracts are in place with
Arrow Transport to transfer the concentrate te Stewart Bulk Terminals to warchouse and shipload the concentrates.

Mining and milling operations proceed year round.

The Huckl:berry property lies on the southern flank of Huckleberry Mountain, the highest point at 1,542 metres, and
north of Tahtsa Reach, the lowest point at 860 metres, on the Nechake Reservoir. The deposits have an average
surface clevation of 1,036 metres. The properiy is between two zones accarding to the vegetative biogeoclimatic
zones in the Prince Rupert Forest Region. The project area is a combination of the sub-boreal spruce zone, moist
cold Babine variant and the Englemann Spruce-subalpine fir, moist cold zone. A total of 20 site associations have
been identified on site and correlated as much as possible with the biogeoctimatic descriptions in the Prince Rupen
Forest Region identification guide.

History

Copper mincralization at Huckleberry was first discovered by Kennco Explorations (Westem) Limited in 1962, The
properly was then optioned by Granby Mining Company Lid. in 1972. The property remained idle until 1975 when
Noranda Exploration Company Limited exercised an option. Noranda's option was dropped, and in 1992 New
Canamin Ilesources Ltd. optioned the property from Kennecott Canada. In May 1994 Kennecott elected not to
exercise i re-acquisition rights and New Canamin became sole owner of this property.

In July 1975 Princeton Mining Corporation acquired all the shares of New Canamin. A strategic alliance with the
Japan Group was cstablished 1o assist in financing the project. A feasibility study was commissiened by Princeton in
carly 1995 and completed by H.A. Simons in August 1995. In June 1996 the Japan Group purchased a 40% equity
position in Huckleberry and entered into an agreement to provide US$60 million project loan financing based on the
positive feasibility. Mitsubishi Materials Corporation, Dowa Mining Co. Lid. and Furukawa Co. Ltd. also entered
into a long term contract for the purchase of all copper concentrates from the Huckleberry mine. The British
Columbia Government provided financial assistance in the form of a $15 million loan to Huckleberry for
infrastructure including roads and power lines.

An additicnal $4.5 million of equity was injected into the project by Princeton and the Japan Group in November
1997. Merubeni Corporation provided a US$10 million loan to Huckleberry for working capital purposes. With
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financing in place the construction of the mine commenced in June 1996. The total cost to construct, install and
commission the facilities was approximately $142 million. This included direct field costs of executing the
Huckleberry project, plus the indirect costs associated with design, construction and commissioning. The
Huckleberry mine started commissioning activities in September 1997 and achieved commercisl production in
October 1997.

In 1998 Imperial acquired the Huckleberry mine as a result of a plan with Princeton Mining Corporation. Imperial
held a 60% interest until June 1999 when 10% interest in the Huckleberry Mine was sold to the Japan Group,
resulting in Imperial owning 50%. In July 1998 the mhjor stakeholders of Huckleberry entered into an cconomic
plan sponsored by the British Columbia Job Protection Commission. The plan was for a period of two years from
July 1993 to June 2000. All existing loans were rcstructured'\endcr the economic plan.
]

Copper prices continued to deteriorate and a second loan restructuring agreement was entered into in March 1999,
deferring all principal and interest payments during 1999 and groviding that the payment of principal and interest in
2000 and 2001 would be dependent an available cash. Al deferred principal and interest charges were scheduled
for repayment no later than January 1, 2002, Payment was subsequently rescheduled to June 30, 2003 to allow the
parties to negotiate & further loan restructuring agreement. As part of the March 1999 loan restructuning agreement,
a whally owned subsidiary of Imperial provided a $2.5 million loan facility.

On December 1, 2003 management of the Huckleberry mine was transferred to Huckleberry. This restructuring
altowed Imperial to deconsolidate Huckleberry’s debt, significantly impraving Imperial’s balance sheet. Imperial
retained 50% equity ownership and acted in an advisory capacity on mine operations. In December 2004
Huckleberry repaid the $2.5 million of senior ranking debt owed to Imperial. Huckleberry is debt free after having
repaid $120.9 million of long term debt in 2006. Detailed information on Huckleberry's financial position is
contained in Notes 4 and 17 of the 2007 Annual Report (herein incorporated by reference).

Imperial 1cgaincd joint control of Huckleberry effective January 1, 2007. The Company commenced accounting for
Hucklebe. Ty on the proporticnate consolidation basis January 1, 2007.

Geologicul Setting

The Huckieberry mineralization is a typical porphyry copper-molytdenum deposit. It is characterized as a calc-
alkalic copper-molybdenum type. These deposits arc typically hosted in intrusive rocks, usually of granadioritic or
quartz monzonitic composition, and in volcanic rocks surrounding intrusives. These deposits are often large, oval,
inverted-cone shaped deposits, and display muitiple zones of hydrothermal siteration and sulphide mineralization.
The hydrethermal alteration is usually extensive and consists of an inner potassic zone closely associated with the
sulphide raineralization, surrounded by propylitic alteration associated with pyrite. Phyllic and argillic alteration
can be eitrer part of the zonal pattern between the potassic and propylitic zones or can be somewhal irregular of
tabular younger zones superimposed on older alteration and sulphide assemblages. Chalcopyrite, bomite, chalcocite,
cnargite, other copper minerals, molybdenum and pyrite are typically the dominant sulphides. The mineralization is
dominantl/ structurally. controlled, mainly through stockworks, veins, vein sets, breccias, disseminations and
replacemets, ‘

Exploration

Copper mincralization was first discovered by Kennco Explorations (Western) Limited in 1962 while investigating
the source of anomalous stream sediment samples. Copper mineralization was discovered in a small outcrop of
granodiorile at the head of the anomalous stream draining into the valley on the south side of Huckleberry Mountain.
Kennco conducted geological mapping, soil geochemistry, magnetometer and induced polarization geophysics,
trenching end diamond drilling on the Hucklcberry property from 1962 1o 1972. A total of 3,965 metres of diamond
drilling was completed in 29 holes.

The propeity was optioned in 1972 to Granby Mining Company Ltd. which carried out a diamond dritl program
consisting of 16,190 meires in 65 holes within the Main zone deposit. Granby did not exercise its option and the
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property was retumned to Kennco, The property remained idle until 1988/1989 when Noranda Exploration Company
Limited undertook a program of soil and rock geochemistry concentrating on the east end of the property in an area
of quartz-arsenopyrite veins, A reconnaissance soil geochemistry program was also conducted over the entire
property. The focus of their program was to evaluate the precious metal potential of the property. Selected sections
of old drill core were reassayed for precious metals. The option was subsequently dropped by Noranda. Kennco's
successor, Kennecott Canada Inc. optioned the Huckleberry property to New Canamin Resources Lid. in 1992,

During 1992-1993 New Canamin concentrated work on definition drilling within the Main zone deposit. A 41 metre
deep hole was drilled 1,200 metres east of the Main zone deposit as part of & tailings site investigation. The East
zone discovery hole intersected 0.91% copper over the 8 metres of bedrock in the bottom of the hole. In 1993 a total
of 58 holes totaling 10,647 metres were drilled on the East zone, and during 1994 a total of 137 holes totaling
10,173 metres were drilled, attempting to define reserves and outline the extent of the East zone deposit. In 1999
ground geophysics and soil geochemistry was conducted followed in 2000 with additional diamond drilling a1 the
East zone, .

A British Columbia Geological Survey 1ill 'survey had identified copper-mineralized intrusive float boulders thal
were deemed to be too angular and distal to have been transported from the Main zone. In carly 2001 six diamond
drill holes totaling 628 metres were drilled in the TMF-3 zone. These drill holes were targeted to locate 8 suspected
buried mineralized intrusion.

No exploration drilling was conducted in 2002 and 2003,

In 2004 Huckleberry identificd a new potential deposit on the property. The new copper-molybdenum zone, the
Main Zone Extension, is directly north of the Huckleberry Main zone pit and easily accessible from the mine site.
Exploration at the Main Zone Extension delineated a copper and molybdenum bearing zone over an east-west strike
length of approximately 550 metres, 8 width of approximately 200 metres and to a maximum depth of 200 metres.
The mincralized zone is structurally complex and appears as faulted offsets of the Main zone deposit.
Mineralization is mostly observed as fracture fillings containing pyrite, chalcopyrite and lesser molybdenite.

In 2005 an initia) study of the Main Zone Extension showed it was marginally economic at a long term copper price
of US$0.95Ab. Further analysis was completed on two optiens: the current mine plan which anticipates closure in
the third quarter of 2007, and the current mine plan modified to include mining of the Main Zone Extension. A side
by side comparison showed that a copper price exceeding US51.50/1b would have to be maintained in 2008 and
2009 in order for the Main Zonc Extension to generate more cash than the current mine plan. The analysis of the
Main Zone Extension also highlighted a fault at the north end of the Main zone pit. This adds an additional element
of uncertainty, in that the Main Zone Exiension requires the development of a new pit north of the Main zone pit,
which is now filled with tailings. Based on this information, the Board of Hucklcberry Mines Lid. resolved not to
preceed with the Main Zone Extension at that time, :

In 2005 exploration was carried out at the Whiting Creck prospect situated approximately 8 kilometers north of the
Huckleberry mine site. Historical exploration at Whiting Creck had defined three mineralized zones; the Ridge
stockwork molybdenum zone, the Rusty porphyry copper/molybdenum zone, and the Creek porphyry
copper/molybdenum zone. The drill program completed in November focused on the Creck zone and tested the
connection between the Creek and Ridge zones, and the extensions of the Creek zone to the north. The drill results
were not encouraging, effectively closing the Creek zone to the north and east. .

In July 2006 the Board of Huckleberry Mincs Ltd. approved management's recommendation to proceed with the
extension of the Main Zone Extension subject to government approvals. The added prebable reserve tonnage of this
extension is approximately 16 million tonnes grading 0.37% copper. The exira tonnage will add over two years of
life to the operation, cxtending production into 2010, The mine design and cstimates were prepared under the
supervision of Kent Christensen, P. Eng., Senior Mine Engineer at Huckleberry Mines Lid., who was designated as
the Qualified Person.

A fourth stage of diamond drilling was completed on the Main Zone Extension deposit in mid-2006. The goal of the
program was to update geotechnical studics, initiate acid-base-accounting anelyses and up-grade the resource
estimate. A total of 2,486 metres were drilled in 18 holes. Diamond drill testing of a western extension of the Main
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Zone Extension deposit confirmed that copper mineralization occurs near surface in this area, but the extension
remains suy-cconomic. Drilling in broken ground may have caused milling of the core fragments with loss of
sulphides to the drilting fluids, Grades in the western extension may accordingly be underestimated. [nfill drilling
within the 1ain Zone Extension deposit resulted in moderate increases to modeled copper grade estimate..

In the fall wf 2006, a regional exploration program was undertaken cast and north of the mine site. Fugre Airbome
Surveys wis engaged to survey both the Huckleberry mine site and the mineral claims acquired by staking in 2006,
Electromagnetic and magnetic airborne geophysical methods were used. To complement the: airbome survey, a
ground gecchemical survey explored approximately 560 hectares east of the mine site. The geochemical survey was
continued end expanded in 2008 to cover targets northwest of the Huckleberry glacial till borrow pn and at KM103
on the Huc<leberry access road, :

The airbome geophysical survey completed in November 2006 indicated a magnetic and clcclromagnc(ic anomaly -
north and «ast of the glacial till borrow pit at the Huckleberry mine. The anomalous area was further tested with
ground magnetic and soil and rock geochemical surveys. Three Reverse Circulation and four diamond drill holes
were completed to test the anomalies. The clectromagnetic response appears to arise from bands ‘of graphne
intersected in the dnll holes. No further work is proposed for this target. :

In 2007 several drill programs were undertaken, including rcgiona] basal till sampling, diamond drilling on the
Huckleberiy mine site, diamond dnllmg on targets identified in the regionzl exploration program and reverse
circulation drilting both on and off the mine site. .

During late: winter and early spring of 2007, a program of basal till sampling was undertaken to test targets identified
from the airborne geophysical survey completed in November 2006, Forest Service roads were used for drill access.
Record ac:umulations of snow over the winter of 2006/2007 required extensive snow removal to prepare for
drilling. Seventy-four holes were drilled to test the basal till horizon. Samples of till were analyzed in the
Hucklebeny Iaboratory for copper, molybdenum, and silver. Samples collected from the basal till were processed at
CF Mineruls Rescarch Laboratories in Kelowna, British Columbia using heavy. liquid separation. The resulting
heavy mineral fractions were analyzed at ALS Chemex Laboratories in Vancouver. The purpose of the heavy
mineral se>aration was to remove lighter fractions from distal sources of sediment and analyze the heavy fractions,
which may be derived from local sources. Results from the basal til) sampling program, along with ground
clectromagnetic surveys were used to generate targets for testing with a diamond drill.

In June 2007 a pit slope failure occurred at the East zone pit. No injuries were sustained as employees and
equipment were moved to other workplaces when cracks in the highwall were noticed. A large volume of rock from
the northe.n highwall of the East zone pit was displaced into the pit. The East zone pit was nearing the end of its
reserve lifi;, and was scheduled to be completed in July 2007. Other parts of the mine were not affected by this slope
failure, and milling continued with stockpiled ore being treated. Production was maintained from these siockpiles
atong with accelerated production from the new Main Zone Extension pit.

Exploration will continue in 2008 to find additional reserves.
Mineralization

Mineralizition is similar in both the Main and East zone deposits and is contained within altered.volcanic rocks.
Copper m: neralization is predominantly chalcopyrite, occurring as fine to medium grained aggregate filling veinlets
and fractures, and as fine grained disseminations in the envelopes around the veintets. Molybdenum occurs as |
molybden te, which is found as disseminations and clusters within quanz/gypsum veins. Molybdenite is generally
low in chalcopyrite and appears to have been deposited separately and later than the copper mineralization.

The Main zone was the first zone to be discovered and was wel) defined by drilling. The zone was a kidney bean
shape, wrapping around the cast side of the porphyry stock with an arc length of 500 metres, a width of 150 metres,
and depth of up to 300 metres below surface. It is well defined in its southem and eastern edges bul remains parily
open to cepansion on its northern margin. Any expansion here would face high siripping costs due to the hilly
terrain.
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The East zone was discovered after the Main zone during a drilling program te determine possible sites for tailings
disposat. Mineable reserves and grades here are higher than for the Main zone. The deposit is an easterly trending
zone about 200 to 300 metres wide and 900 metres long. Mineralization occurs to depths of over 300 metres, where
drilling was stopped, and remains open; however, the surrounding hills and unfavourable surface topography make it
unlikely that the pit, as currently planned, can be extended economically.

Over 29,600 metres in 170 holes have been drilled on the Main zone, and 23,744 metres in 131 holes on the East
zone. Core recovery is a problem in the upper portion of both deposits because gypsum fracture fillings have been
dissolved, leaving the rock in a friable condition. Core recovery in this material has been as low as 0% over 100
metres, Comparison of grade versus core recovary showed that grade fell off in proportion to recovery. Following
an analysis of these comparisons, it was decidsd to consider all samples with recoveries below 50%, which only
comprise less than 2% of the database, as unsampled. Assay data was composited on eight metre vertical bench
elevations. Specific gravity determinations were performed on 340 samples taken from cight holes within the East
zone deposit. Core specimens were weighed in air and water.

The ratio of air 1o air/watcr weights yields the specific gravity. An average specific gravity of 2.69 was used (or
both deposits. Gold, silver and molybdenum were not modeled in the Main zone due to incomplete data scts.
Instead the block grades have been determined using correlations with copper assays, which are quite sirong. For
the East zone, molybdenum and silver grades wers modeled using the Kriging parameters determined for the copper
model. Molybdenum assaying by ICP displayed a sysiematic underestimation of 15%, which was subsequently
corrected. Due to the friable naturc of the gypsum depletion zone, recognition of the overburden/bedrock face was
difficult during the early drilling campaigns. The interface was established from drill data and the position of
outcrops on the north slope and was used to estimate overburden thickness. Drill information on the fringes of the
deposits, but still within the proposed pit arces, is sparsc and limits the reliability of the estimated volume of
overburden to be removed during mining in these areas.

Drilling

Two anomalous areas arising from the 2006 airbome survey and the 2007 basal till sampling were selected for
further testing. A ground geochemical survey confirmed the presence of copper and molybdenum in soils at KM103,
and 2 ground ¢lectromagnetic survey confirmed the presence of a bedrock conductor at KM107. Three diamond drill
holes were completed at KM103 in 2007. Three diamond dnill holes were completed and one hole was abandoned at
KMI107 in 2007. Testing of the anomaly at KM193 resumed in January 2008 with six more holes completed and
three holes abandoned, Drilling at KM103 did not explain the airborne anomaly nor the high concentration of copper
and molybdenum in the 1ill. Drilling at KM107 did not explain the conductors identified in the airbore or ground
clectromagnetic surveys. Further work is warranted to identify the source of copper reported in the overburden
sampling.

Three diamond drill holes were completed in Spring 2007 on the Base Station Anomaly. The anomaly was identified
from the 2006 airborne magnetic and electromagnetic survey, and is located on the southeastern highwall of the East
pit a1 the Huckleberry mine. Results of the program indicated sub-economic concentrations of copper. The June
2007 slope failure in East pit curtailed all further exploration around East pit. No further work is warranted for this
target.

A ridge of bedrock has been left between the Main zone and the Main Zone Extension pits. The area has been
partially tested in prior explaration programs, but the level of information was not adequate for inclusion in mining
plans. Production sampling in the Main zone pit has indicated economic concentrations of copper in the highwall. In
the past, diamond drilling of the saddle zone has been hampered by broken ground and poor core recoveries, During
the fall of 2007, nincteen diamond drilk holes were completed in the Main zone and the Main zone Extension saddle
zone. Where diamond drilling was unable to proceed, Reverse Circulation, down the hole hammer and rotary
drilling were used to collect samples. A total of sixteen Reverse Circulation, down the hole hammer and rotary holes
were completed in the saddle zone and in the westen extension of the saddle zone. Construction of block modets of
the distribution of copper and molybdenum were started in late 2007 and will be completed in carty 2008.
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Diamond drilling services in 2006 were provided by Britton Brothers Diamond Drilling of Smithers, British
Columbia. Geotechnical testing services were provided by Golder Associates. For analytical purposes, core was split
using 2.5 metre sample intervals. In 2006 a total of 18 holes totaling 2,486 metres were drilled. Al reject core and
all coarse and fine analytical rejects are stored at the Huckleberry mine site.

Diamond drilling in the 2004/2005 program was provided by Beaupre Diamond Drilling of Princeton, BC, and o 8
lesser extent by Hy-Tech Diamond Drilling of Smithers, British Columbia. A total of 51 holes were drilled in 2004
totaling 8.153 metres. All industry standard procedures were followed in the program. Diamond drill core was
photographed, geotechnically and geologically logged prior to splitting for analysis. .

Prior to 2004, drill core was splil in its entirety over three-metre intervals with the exception of the 6 drill holes in
the TMF-3 zone, which were selectively split-and sampled, with wide intervals of unmincralized post-mineral dykes.
Drill core is stored in the East zone core racks, southeast of the East zone ultimate pit. The core semples and 227
zone chip samples were assayed for copper, molybdenum and, locally copper-oxide at the Huckleberry mine sile
facility using a nitric-hydrochforic acid digestion and atomic absorption finish. Previous drilling had been conducled
for more than 30 years on the property.

Sampling and Analysis

For the basal till drilling conducted in Spring 2007, the Reverse Circulation drill samples were processed at CF
Minerals Rescarch Laboratories in Kelowna; British Columbia.using heavy liquid separation. The resulting heavy
mineral fructions were analyzed at ALS Chemex Laboratories in Vancouver. :

For diamond drilling conducted between 2004 and 2007, diamond dril] cores were split and sampled at two and a
half metre intervals, with adjustments made to the sample intervals at geological boundaries. Increasing levels of
quality antlysis and quality control were applied from the 2004 1o the 2007 drilling. Analytical checks included the .
insertion of duplicates, blanks, and standards. Duplicates were submitted as duplicate samples of split core, as coarsc
reject and as pulp duplicates. Blanks arc preparcd samples with no measurable base or precious metals. Standard -
samples wire blended from ore samples collected from the active mine workings. Certified reference materials were
purchased from CANMET and inserted into the sample stream. All analyses were performed using the laboratory
facilities a- the Huckleberry mine site. ALS Chemex laboratory (Vancouver), a centified assayer, was chosen for
submission of 1 in 20 coarse'rejects and 1 in 20 pulp rejects. Of the 6,342 core intervals enalyzed between 2004 and |
2006, approximately 1 in 8 analyses were subjected to some form of quality control. Prior to 2004, alt drilling at
Hucklebeny was by diamond drilling methods. Core samples have been taken cither from splitting core on three
metre intervals or by sclectively sampling bascd on geology. .

All core sanples were delivered tfaily to the preparation laboratory af the Huckleberry mine site. All reconnaissance
rock samples were submitted on a regular basis to the preparation laboratory at the Huckleberry mine site prior to
shipping to Pioncer Laboraterics Inc.

Blanks are samples that arc known to be barren of mineralization, and arc inserted into the sample stream to
determine ‘whether contamination has occurred afier sample collection. A total of six blank samples were inserted
into the drill core sample stream at a rate of approximately one blank per 40 samples and submitied for analysis as
per the remainder of the core samples. Post-mineral dyke material was utilized for blank samples as it contains low
metal values, but has an average composition similar to that of the intrusive and andesitic lithologies.

1

Security of ﬁ-mples -

For the 2004-2007 diamond drill programs, samples were collected and transported to the laboratory under the
supervision of Peter L. Ogryzlo, M.Sc., P.Geo., an employce of Huckleberry. Independent verification of sampling,
sample secarity and quality assurance/quality control procedures from 2004-2006 was under the supervision of
Barbara Welsh, P. Eng., an employee of Huckleberry. Verification of sampling procedures in 2007 was under the
supervision of Syed Najam Tameem, M.Sc. All coarse and fine sample reject material and all split diamond drilt
core is storud at the Huckleberry mine site for future reference. Critical review of sampling and assaying procedures
up to June 21006 was provided by D. Thomas of AMEC Americas LTD. Prior to 2004 field duplicates were collected
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and analyzed from two separate samples from the same core interval. They were used to measure the reproducibility
of sampling, which includes both laboratory variation and sample variation. Every 20 core sample was quartered,
with the two quarters sent for analysis, resulting in 13 field duplicates.

Mineral Reserve Estimate

The Main Zone Extension is the only pit actively opcrating at Huckicberry. On December 31, 2007 the mineral
reserve of the Main Zone Exlension pit was calculated at a cut-off grade of 0.200%. Probable reserves al December
31, 2007 were prepared under the supervision of Kent Christensen, P.Eng., Huckleberry Mine Chief Mine Engineer,
designated as the Qualified Person for this purpose.

" [ Huckleberry Mine Proven and Probable Reserves ]

Qre (tonnes) Copper (%) Moly (%) Strip Ratio
Main Zone Exiension " 16,560,000 0.352 0.005 0.81:1

Prices used in the calculation of the Huckleberry reserves were US$1.63/Ib copper, US$550.00/0z gold, US$8.50/02
silver, US$7.50/b molybdenum and an exchange rate of $1.15 CDN/US.

Mining Operations
Production

The following table provides Huckleberry's total mine production for the past three years, 50% of which is allocable
to Imperial.

For the Years Ended Deczmber 31, 2007 December 11, 2006 December 31, 2005
Orc milled (tonnes) 6,477,600 6,646,200 6,951,000
Ore milled per calendar day (tonnes) 17,747 18,209 19,044
Grade (%) — Copper 0.442 0.556 0.552
Grade (%) -~ Molybdenum 0.013 0.015 0.014
Recovery (%) - Copper 874 86.9 87.40
Recovery (%) - Molybdenum 16.3 14.3 24.80
Copper produced (Ibs) . 55,145,000 70,838,000 73,897,000
Gold produced (02) 5,847 9,255 10,401
Silver produced {oz) 212,735 246,351 265,741
Molybdenum produced (Ibs) 304,224 306,250 539,949

The pit wall failure in the East pit in June 2007 did not affect mill throughput but resulted in the milling of lower
grade Main Zonc Extension and stock pile ore which reduced profit margins.

Production Forecast

For the remainder of the mine life, production will be from the Main Zone Extension pit, and annual copper
production will be reduced to approximately 40 million pounds as the grade in this pit is about 0.35% copper.
Planned production for 2008 includes 20 million pounds copper, one thousand ounces gold, 43 thousand ounces
siiver.

Mining Method
Huckleberry is an open pit copper/molybdenum mine. Ore is processed through 8 SAG/ball mill circuit producing a

copper concentrate and a molybdenum concentrate. The loading equipment is a combinalion of PH1900 & 2100
electric shovels and Caterpillar 992 loaders. The haulage fleet includes Caterpillar 777C"s and Caterpillar 785B's,
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Mine Life

The current mine tife for the Huckleberry mine is 2010. Exploration will continue in 2008 to find additional
rescrves.

Metallurg cal Process

Ore from “he pit is delivered to a 42"x 65" gyratory crusher and after crushing is conveyed to a stockpile. Ore from
the stockpdle is ground in two stages prior to flotation, firstly in a single [0,000hp semi-autogenous mill, and
secondly in two 5,000hp ball mills. A bulk copper concentrate is floated from the ball mill.product. The bulk
copper coacentrate is then reground in a 1,500hp regrind mill, and then floated again to produce a final copper
concentrate grading approximately 27% copper. Molybdenum concentrate is floated out of the copper concenirate.
Both final concentrates are thickened and dewatered prior tw shipment. A Grinding improvement Project (SAG
pebble cirsuit) was completed by mid 2000. This circuit consists of a vibrating screen that removes critical size
rocks from the SAG mil) discharge conveyors then transports this material to a pebble crusher where the rocks are
crushed and then retumned to the SAG mill,

Markets

Huckleber:y copper concentrates are sold under a long term contract to a group of Japanese smelting companics,
Under this agreement the contained copper is sold to the smelters based on London Metal Exchange quoted copper
prices less charges for smelting and refining. Huckleberry molybdenum concentrates are sold to a molybdenum
trading company. The contained molybdenum is sold at published prices less a charge for roasting the sulphide
concentrats, -

Contracts

All the copper and molybdenum concentrates are sold under Ion'g term contracts, Copper concenlrates are
transportec| by truck to the Port of Stewant, British Columbia and then by bulk casrier. The molybdenum concentrate
is trucked to and sold in Vancouver under long term contract. Contracts arc in place with Arrow Transport to
transfer the: concentrate 10 Stewart Bulk Terminals to warehouse and shipload the concentrates.

Environmental Conditions

The Minisiry of Encrgy and Mines and other provincial government autharities currently require $3.2 million in
mining and other permits. This amount is held in cash and term deposits. Huckleberry mine staff produce and
submit to the Province of British Columbia an annual reclamation repont which outlines the current levels of
disturbance, future areas of development and reclaimed arcas. The repont also includes an estimate of the total
reclamation costs. Huckleberry has received a permit to discharge water from the tailings impoundment to Tahtsa
Reach. The quality of water being discharged is compliant with both Provincial and Federal Government
requirements. The Cheslaita Carrier Nation appealed the granting of the discharge permit. The appeal has been
adjourned.

Taxes

Applicable taxes for Hixcklcbcrry are: BC and Canadian income Taxes at 34.12% of taxable income; BC Mineral
Tax ‘of a 2% advance tax on resource income or 13% of net revenue afier capital is recovered; and property taxes -
included in mine general and administrative costs which are approximately $1 million per annum. '

Expecied Piyback Period of Capital

In Novembsr 2004 Huckleberry restructured the repayment terms of its long term debt and the basis of payback on
the construstion loans based on available cash as defined in the restructuring agreement, During 2006 Huckleberry
repaid the talance owing on its long term debt and since then has been now debt free.
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STERLING PROPERTY
Project Description and Location

Sterling Gold Mining Corporation, a wholly owned subsidiary of Imperial, is owner of the Sterling property located
in southern Nye County, Nevada about 115 miles northwest of Las Vegas.

The Sterling property consists of 272 lode mining claims plus one water well site. Net smelter royalties of 2.25% are
payable on production with minimum advance royalties on a small portion of this total. Total land claims including
Sterling, Tungsten Canyon, Fluorspar Canyon and Mary, comprisc 711 lode mining claims covering 14,070 acres
(5,694 hectares), located on land administered by the U.S, Bureaw of Land Management. A claim map is provided
on page 30A.

Permits & Environmental Liabilities

In 2006 permitting for the construction of an underground ramp to access the 144 zone was received. All required
permits for exploration and mining are either current or the renewal is under review by the Nevada State
Environmental Protection and the Bureau of Land Management. Detailed information of the permits and
environmental liabilities is provided in the 2006 Sterling Report (herein incorporated by reference).

Accessibility, Climate, Locnl Resources, Infrastructure and Physiography

Sterling is accessible via US Highway 95 from Las Vegas, a distance of 115 miles. A good secondary 8 mile gravel
road turns off the north side of the highway at Mile 45.9, 15 miles southeast of the town of Beatty, Beatty has a
population of about 1,200 and is the nearcst centre for fodging and basic services. The gravel road is maintained by
Nye County and Sterling personnel. Las Vegas is the nearest major airport.

The property lies on the east side of Bare Mountain, a smal) mountain range at the southern end of Pahute Mesa in
the Great Basin. Bare Mountain is flarked by Crater Flat 10 the ¢asl, and the northern Amargosa desert to the south,

The 144 zone is at the 4,000 foot elevation, on the lower eastern slopes of Bare Mountain. The mine and
infrastructure are at around the 4,100 foot elevation, The historic leach pad, which was reclaimed in early 2007, is
on the upper edge of the adjacent pediment {3,800 fect). A new ieach pad that will sccommodate the 144 zone ore is
planned immediately adjacent to the historic leach pad, at 3,789 feet clevation, also on the adjacent pediment.

The mine elevation is between 3,799 feet and 4,071 feet on the lower slopes of Bare Mountain which summits at
6,317 feet. Rounded or craggy ridges scparated by ephemeral washes characterize the local terrain. Several small
cinder cones, less than 1 million years old, occur in Crater Flat.

Mine buildings consist of several trailers used for office work, geological research and logging, sample preparation
(during mining), and personnel facilitics. Several steel containers are used to securely store 144 zone drill core,
pulps and rejects. There is also a mechanical shop for on-site maintenance of equipment and vehicies. Elecirical
power is provided by generators on the site. The mine has no living quarters or canteen; mine personnel live in
Beatty or communities in the Amargosa Valley and commute daily. .

The leach pad area includes operating ponds and a gold extraction circuit. An assay laboratery was in use during
mining but is not operational at present,

Water for the mine and"gold recovery plant is drawn from a well in Crater Flat iocated about 3.5 miles east-southeast
of the mine. Water is stored in a lined and fenced reservoir at the well site from which it is pumped or hauled to the
mine by tank truck. The well pump is set at 617 feet and operates at a rate of 45 gallons per minute. Pumping
capacily to the mine site is 50 gallons per minute. Potable water is supplicd by botile from Beatty.

Ouiside communication is provided by radio telephones and satellite internet. Cellular phone reception is amenable
at certain locations on site. Gasoline and diesel fuels are trucked in periodically and stored in tanks. Mine supplics
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are procured in Beatty whenever possible. Mining equipment and parts are obtained ffom dealers and distributors
located mainly in Las Vegas, Reno and Los Angeles.

The climate is arid, with typical desert vegetation. Annual precipitation averages 4 inches in the form of rain or
snow, mainly in the winter or late spring, and the occasional thunderstorm. High winds are frequent during the
winter. Temperatures normally range from 30°F in the winter to 110°F in the summer. The evaporation rate is
about 60 inches per year. Occasionally high winds and frost or snow in January and February have frozen water
lines on the property for several days causing minor interruptions of the gold leaching system. Exploration and
development activities at Sterling proceed year round.

History

Gold was discovered in several localitics on Bare Mountain and the adjacent Bullfrog Hills around 1905, in a variety
of geological settings. The first workings at Sterling from this period were known as the Panama mine and
Bittlecomb shaft. The modern development of Sterling began in the 1970's with exploration around the original
deposit by Cordilleran Explorations Parmership. This led to the formation of the initial Sterling Mine Joint Ventre
in 1980, comprising Saga Exploration Company, E & B Explorations Inc. and Derry Michener Booth Venture
Number 1. :

Mining began in late 1980 with Saga as the operator, Between 1987-and 1995 Cathedral Gold U.S. Corporation
(“Cathedral US™) accumulated a 90% interest in the property and took over the operation of the Sterling Mine Joint
Venture. Imperial initially acquired a 10% interest in 1992. :

¢ .

* Placer Dome (U.S.) Inc. conducted a joint venture exploration program on the Sterling property in 1996. Placer's

focus was on the discovery of a gold deposit outside the reserve blocks on the mine property. Placer’s goal al
Sterling was to find a gold deposit containing at least 750,000 ounces beneath the Sterling mine zone. Three
diamond drill holes intersected the target stratigraphy (Carrara Formation), but did not encounter significant gold
mineralization and the joint venture program was terminated in 1997.

Imperial increased its ownership of Sterling to 100% in 1999 by acquiring Cathedral US from its parent, Cathedral
Gold Corporation, by exercising an option agreement from Cathedral Gold Corporation granted pursuant to a debt
settlement arrangement. Imperial then began exploring for a new ore body to extend the life of the operation. This
involved regional rock sampling to idemtify geochemical anomalies, and a gravity survey to find significant vertical
offsets in the pediment east of Sterling, which might be related to high-angle faults. Bascd on all the results, several
target areas were generated for drill testing, most of them inside the Sterling property. They were drilled in 2000 and
carly 2001. Most of the resulis were negative, The exception was a target which became the 144 zone.

Open pit mining of the Sterling mine deposit began in 1981 and continued until 1989. Underground mining began
in 1980, and proceeded unlil mid-1997 when market conditions impacted profitability. Mining parameters were sct
1o maintain an average.production gold grade of approximately 0.25 oz/st (8.57 gh), which effectively kepi the
underground mining cutoff’ grade ot 0.1 oz/st (3.43 g/t). Conscquently, the potential for a larger lonnage, lower
grade resource was not pursued, and a considerable amount of lower grade material was left in place, and is no
longer mineable. The oxidized ore was amenable to processing by heap leaching.

After mine production ceased the leach pad continued to be rinsed, producing minor amounts of gold, until Oclober
2001. Additional ore from a low grade stockpile was added in early 2001. Gold recovery procecded until August
2002 when a final sirip was carried out. Total gold production from 1980 through 2000 was 194,996 troy ounces,
from 941,341 short tons of ore. The average gold grade (cyanide soluble) of all material delivered to the leach pad
is 0,217 oz/st (7.44 gh). Recoveries from the heap leach averaged 88% of the cyanide soluble gold.

As mincable gold reserves in the main Sterling ore deposit had been exhausted, the Company embarked an an
exploration program in 2000 to find a new ore body. The main component of this was regional rock sampling te
identify geochemical anomalies, including the ground around the surface trace of the Reudy fault above what was to
become the 144 zone.
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Although the surface rock sampling of the 144 zone did not produce any significant anomalies, the area was still a
drilling target for Imperial because of a hole, 89-144, drilled in 1989 by the former operator, Cathedral. This was a
routine, ecploration step-out hole drilled to help determine the limits of the Sterling ore body to guide minc
planning. It was one of several surface holes around the Reudy fault, beyond the eastern and southeastern margin of
the (then) known deposit. The hole intersected dike and silicified and partly brecciated dolostone with strongly
anomalous gold values. The results were not followed up at the time.

In 2001, 1o test the area around hole 89-144 Imperial drilled an angle hole aimed to intersect the Reudy fault at a
fairly high, angle and at the appropriate depth of about 699 feet below the surface. This became the 144 zone
discovery hole 01-7A. Total 2001 drilling in the 144 zonc was 8,600 feet in 11 holes, 4828 feet in 6 holes in 2002,
and 9,000 feet in 30 holes in 2003.

No drilling; was conducted in 2004 or 2005,

Following the acquisition newly claimed land in 2006, an extensive regional rock sampling and geological mapping
program was initiated, covering much of the southwestem, castern and northern flanks of Bare Mountain.
Geochemiral anomalies were identified in the investigated areas and both high and low-angle structures were
evaluated for gold-mineralization potential. Following upon these results, several test areas were identified for
follow-up =xploration drilling. This drilling is expected to be carried out in 2007. ’

Geological Setting
Regional Cieology

Sterling is fairly typical of a large number of similar deposits that occur in the western U.S, particularly in the Greal
Basin in Nevada. These deposits are known as sediment-hosted, disseminated precious metal deposits, or
generically as Carlin-type deposits.

The Great Basin province is a physiographic and tectonic region west of the Rocky Mountains, which is
characterized by profound crustal exiension and high heat flow beginning in the mid-Tertiary (about 35 10 40 million
years ago). The Bare Mountain district lies within the Walker Lane tectonic belt, a NW-trending mega-lineament in
southwesten Nevada, which hosts several significant gold mining districts, especially epithermal gold-silver
deposits. “The Walker Lane is fundamentally o deep-seated, Miocene tectonic boundary between Basin and Range
extension in the western Great Basin, and subduction-related tectonics and calc-alkaline magmatism of the Sierra
Nevada. .

Most of th: Bare Mountain range comprises deformed, generally north-dipping and younging, Upper Proterozoic
and Paleozaic rocks. Ductile deformation, including overtumed folding and thrusts, occurred in the Iate-Paleozoic
to Mesozoic under greenschist or Jower grade metamorphic conditions. Episodic Tentiary extension produced bath
low-angle und high-angle normal faults.:

Siliciclastic, lithologies dominate the Upper Proterozoic to Lower Cambrian part of the stratigraphy in the south of

the range. [n the Middle Cambrian there is a transition to carbonate-rich lithologies, with dolostones and limestones

dominating the stratigraphy northwards through to the Upper Devonian, above which is a Mississippian unit of

immature siliciclastics. The youngest rocks in the Bare Mountains are Tertiary igneous rocks of the Southwestern .
Nevada Valcanic Field, which at Sterling are represented by north-trending quartz Iatite dikes, dated at 13.9 million

years. .

Property Guology: Sterling Mine and 144 Zone Area

A number of Tertiary quartz latite porphyry dikes occur within the property. They arc generally associated with
north-trend: ng faults, and are weakly clay-aliered. One of the largest is an important clement of the 144 zone.

Three important structures characterize the property geology. The oldest is the Sterling thrust, which in the
Mesozoic placed an overturned pane! of Stirling Quartzite and Wood Canyon Formation on younger Cambrian
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carbonate units. The mined out Sterling deposit occurs at this thrust contact. The Burro normal fault is probably
Tertiary, and truncated the leading edge of the Sterling thrust sheet, dropping the southcast side down about 400
feet. The Tertiary Reudy normal fault is a key clement of the 144 zone.

In the mined out Sterling deposit, gold mineralization occurred mainly at and below the Sterling thrust contact
between the Wood Canyon (above the thrust) and Bonanza King formations, and locally along the Burro fault. The
main cre zones generally form longitudinal pipes along the thrust, following the intersections between minor north
northeast trending high-angle faulis and the thrust,

The high-angle faults or fraclures were the feeders that carried the ore solutions from"qlcplh. The relatively
impermeable Wood Canyon siltstones acted as the cap to the hydrothermal system, trapping carly fuids so that
ground preparation (decalcification, solution brecciation) could take place for subsequent gold solutions. The gently
dipping Sterling thrust itself was probably not a hydrothermal fluid conduit, and mincralization generelly did not
spread out laterally very far from an individual high-angle feeder. However, in many places the ore zones merged
because of the close-spacing of the faults or fractures.

Two strongly mineralized zones dominate the ore distribution: the Sterling-Burro zone and the Crash zone. These
appear to be localized along particularly influential high-angle structures in the hanging wall of the Burro fault.

The 144 zone is on the southeastern periphery of the developed ore body and is somewhat decper, lying about 750
fect below the surface. Past exploration was rarely carried out to this depth. The 144 zone is centered on the high-
angle, cast-side down Reudy fault and is hosted in silty dolostone and limestone which were subjecied to
decalcification, silicification and brecciation. The 144 zone fits into the broad spectrum of Carlin-type deposits, bul
more towards the compact and structure-controlled systems like Meikle and Deep Star than the larger tonnage,
generally lower grade, strata-controlled deposits. Discovery of this deep, high grade zone is a different geological
setting than the ore produced at the Sterling mine, provides a large, high potential exploration target.

Property Geology: Bare Mountain

Across the remaining claim blocks that span Bare Mountain, you zan find many of the geological clements that are
important to gold mineralization in the Sterling mine and 144 zone. Mainly, Tertiary age porphyry quartz latite
dikes typically occupy north-trending faults, high-angle Tertiary age faults act as gold mincralization control
structures, and low-angle structures also juxtapose various carbonate and siliciclastic lithologies in ways that control
mineralization potential.

At northem Bare Mountain, however, the Tertiary-age low-angle Fluorspar Cenyon Detachment is also present as an
additional structural factor, and has controlled mineralization at several nearby gold deposits. These include the
Bullfrog, Daisy, West zone, Secret Pass and Mother Lode deposits, all of which have been subject to past mining
operations and have yielded more than 3 million ounces of produced gold.

As is the case with the Sterling Thrust in southern Bare Mountain, low-angle thrust faulting of Late Palcozoic to
Mesozoic age has also affected the rocks of northern Bare Mountain. This has occurred principally in the form of
the Meiklcjohn Thrust, which has thrust Ordovician and Silurian carbonates over Devonian to Carbonifirous
carbonates and siltstones. Becausc the Meiklejohn Thrust snd Fluorsper Canyon Detachment are approximately
spatially coincident, the Meiklejohn Thrust has been reactivated during Tertiary time, and shows evidence of more
extensive lateral fluid transfer than that observed on the Sterling Thrust.

Intersections between high-angle faults and the Fluorspar Canyon Detachment and Meiklcjohn Thrust form the basis
of exploration and drilling 1argets for the 2007 exploration program.
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Exploration

Drilling a: Sterfing in 2001 resulted in significant gold intercepts. Discovery hole 01-7A was drilled as a test of the
area beneath hole 89-144 drilled in 1989 that intersected 225 feet grading 0.044 oz/st gold. Hole 01-7A returned
grades of 0.150 oz/st gold over 110 feet. A follow up hole 01-9 retumed 0.570 oz/st gold over 44.3 fect including
1.03 oz/st gold over 20.0 feet. The gold mineralization in both holes was encountered in silty carbonates at the
contact bitween the Bonanza King dolomite and the Camars limestone. The depth of these intercepls is
approximinely 750 feet below surface and some 300 feet below the lower mast underground workings al Sterling. -

In 2002 ¢ surface rotary and diamond drill program further tested the-target area. The.drilling program was
conducted using a combined drilling method where holes were drilled from surface to near the target horizon with a
less expensive rotary drill. The holes were then extended through the target horizon using a diamond drill.to obtain
better samples of the mineralized zone, This work was followed by a geophysical survey-using ' Natural Source
Audio-Frequency Tellurics to detect low and high-angle discontinuitics as well as alteration mincralogy associated
with brecciation and gold mineralization in the 144 zone. Results were used to focus exploration. efforts aimed at
expanding the 144 zone and discovering additional zones of the same type. Drill operations were supervised under
the direction of Dr. Chris Rees, P.Geo., who was designated as the Qualified Person. , .

[n 2003 a total of 30 holes for 9,000 feet were completed which further extended the limits of gold mincralization.
All holes which penetrated the zone intersected elevated gold values. Previous drilling had defined a gold zone
approximetely 500 feet by 250 feet. The dimensions of the mineralized zone currently stand at approximately 750
feet north south and 500 feet east west, centered on the Reudy fault, and it has not been conclusively closed off in
any direci-on, The potential for mineralization west of the present zone is considered high, because feeders to the
overlying, main Sterling deposil appear to project in this direction,

Additional claims (Goldspar 18 claims and Mary 11 claims) were acquired under lease in 2003 to secure the
potential northerly extension of the 144 zone gold bearing structure. The claims cover approximately 599 acres.

Planning 2nd permitting for an underground exploration program was initiated in 2004. The exploration program
was placed on hold until 2006, as the Company’s focus shifted from Sterling to the reopening of the Mount Polley
mine, .

Excavation of a decline into the 144 zone began in December 2006, and was completed to a depth of 3,352 fect in
November 2007. Two exploration drifis were built off the main decline below the 144 zone that housed drill
stations that provided platforms for detailed drilling of the 144 zonc from underground. Underground diamond
drilling be zan in mid January 2008. The overall objective of the program is to outline sufficient resources to restart
mine operations. Mineral resources for the 144 zone dritled before the start of the 2008 underground drill program
were 194,640 tonnes, grading 0.216 ozfst gold containing over 46,344 ounces of gold. :

In the dec inc cast of the previously defined 144 zone, chip rib sampling carried out during decline construction
intersected continuous gold mineralization averaging 0.039 troy oz/st (1.33 g/t) over a distance of more than 150
feet.  This mineralization is hosted in hydrothermal breccias similar to the lower grade breccia envelope that -
surrounds ihe higher grade mineralization in the 144 zone. A grab sample from a muck bay located 300 feet further.
east, graded 0.158 oz/st (5.42 gh)-gold. This samplc is also from a hydrothermal breccia but it is present in silty
dolomite, & different stratigraphy than the 144 zone, . .

Following on the previous rib sampling program, a scries of grab samples were collected from a 30 foot stub drift
cast of the 144 zone which averaged 0.20 oz/st (6.27 g/) gold. One sample returned a grade of 0.71 o2/st (22.1 gh)
gold in a silicified fault breccia. The drift terminated in mineralized rock. Thesc assays indicated that a strong gold
mineralization system was also present east of the latite dike that formed the castem boundary of the previously
known 144 zone mineralization.
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Mineralization

The 144 zone mineralization at Sicrling is concentrated in silty dolostone near the base of the Bonanza King
Formation, and possibly extends somewhat be!ow into underlying Carrara Formation limestone and silty limestone.
This stratigraphy is cut by the Reudy fault {027°/69°E) and an obliquely trending quartz latite porphyry dike.
Anomalous to high grade gold is also present in breccias in the fault zone, and locally along the dike contact. Some
degree of brecciation and alteration is always associated with significant mineralization in these host rocks. These
characteristics arc described in the following subsections. The underlying theme is that hydrothermal fluids were
introduced into the rocks through a structural fabric, likely related to post-dike extension. Through this secondary
permeability, enhanced by decalcification or decarbonatization locally, the rocks were infiltrated and replaced by
solutions which deposited silica, and argiilically altcred the dike.

Drilling

In 2001 a total of 1] holes were drilled at the 144 zone, totaling 8,600 feet, Reverse circulation drilling was carried
out by Lang Exploratory Drilling of Elko, Nevada (a division of Boart Longyear). A track-mounted drill rig was
operated by a driller and two helpers. Drilling was done during one 12-hour shift per day. Wet drilling is required
bystate regulations, with water supplied by tanker truck driven to the drili site on a daily basis. After the down-hole
surveys, all holes were abandoned with Abandonite and capped with cement, according to BLM regulations. Holes
01-10 and 01-15 werc left with 20 feet of casing; casing was pulled in all the other holes according to the drillers’
records. Prior to drilling, the target collars were surveyed in by the mine geologist using standard survey cquipment
and existing survey stations on the property. All coordinates were and continue to be referenced to the mine grid,
which is between 0 and 1°E of true north.

On completion of drilling, down-hole surveys were done by an outside contractor (Silver State Surveying) using a
gyroscopic survey tool, providing azimuth and dip data at 50 foot intervals where possible. This data was
subsequently corrected for magnetic declination before being entered into the database. Final drill collar positions
were re-surveyed by the mine geologist.

The 144 zone discovery hole 01-7A was drilled as a test of the area beneath a hole drilled in 1989 that intersected
225 fect of 0.044 oz/st gold. Hole 01-7A returned grades of 0.15 oz/st gold over 110 feet, including 0,32 oz/st gold
over 20.0 fect. A follow up hole D1-9 returned 0.570 oz/st gold over 44.3 feet including 1.03 oz/st gold over 20.0
feet. The gold mineralization in both holes was encountgred in silty carbonates at the contact between the Bonanza
King dolomite and the Carrara limestone. These intercepts 1epresent a well-defined target arca atong and around the
Reudy Fault, which is a high angle verticai structure that was likely the conduit for upwelling gold bearing
hydrothermal fluids. The depth of these intercepts is approximately 700 feet below surface and some 300 feet below
the lower most underground workings at Sterling. The target arca is open to depth and laterally. Following, some
large step-outs were attempted, including an angle hole (01-10) and hole 01-12 which was drilled 300 feet cast of
the then known zone. The latter holes were disappointing. Subsequent holes were drilled closer in. Most of the rest
of the drill holes were plagued by problems with circulation and recovery of samples, duc to broken ground and
voids. Holes O1-11, 15, 16 and 17 had to be abandoned before their target depths due to stuck rods or no reum.
Holes 01-13 and 14 were satisfactorily completed, but they didn’t match the results of the first two holes (7A and 9).

Based on assay results and logging of chips, the 144 zone at the end of the 2001 program was recognized as Carlin-
style replacement mineralization in lower Bonanza King Formation, well below and peripheral 1o the Sterling mine
deposit, Proximity to the Reudy fault was regarded as important, possibly becausc it was the principal fluid conduit,
but the adjacent dike was not strongly implicated in this respect. Even in chips, the associaiion of gold with
hydrothermal alteration and brecciation and silty lithologies was clear.

After discussion with drilling consultants, it was decided to incorporate dismond drilling in future exploration
programs to overcome the difficult ground conditions. In the summer 2002 @ program of 6 holes were drilled
totaling 4,830 feet. All were pre-drilled by reverse circulation (RC) to a certain depth above the expected depth of
mineralization, followed by HQ-diameter diamond core drilling. The core drilling was done to reduce or avoid the
typical circulation and recovery problems encountered in the 2001 RC program, and to acquire high quality
geological information. The pre-collars were extended as much as possible or practical in order reduce overall
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drilling cests. The RC pre-collar portion of the drilling was carried out by Eklund Drilling Company, Inc. of Elko,
Nevada, Three drillers worked one 12-hour shift per day.

The diamond drilling was carried owl by Boant Longyear of Salt Lake City, Utah, using a sophisticated, truck-
mounted rig. 1t was donc in 12-hour day and night shifts by a driller and two helpers for each shift. Apast froma
four day break, it was completed in one phase. Prior to drilling the hole collars were surveyed by the mine geologist
using stanJard survey equipment and existing survey stations on the property. All coordinates were and continue 1o
be referenced to the mine grid, which is between 0 and 1°E of true north.

Down-hol: surveying of the cntire hole was done using a Reflex tool afler completion of a hole, or in some cases in
opportune periods during the drilling of the hole, to save time. This data was subsequently processed before being
entered into the database. Final drill collar positions were re-surveyed by the mine geologist. After down-hole
surveys, all holes were abandoned with Abandonite and capped with cement, according te BLM regulations.

The summer 2002 program was very successful, both in terms of exploration results, and in the successful -
completion of all 6 holes, 02-18 through 23. At times, progress was slow as the drillers adjusted to the ground
conditions, but recovery was very good throughout the program, except in some of the softest intervals o5 in very
broken rock. Hole 02-21, located between drill holes 01-7A and 01-09 intersected 47.5 feet of 0.51 oz/st gold about
28 feet southwest of the intercept in 01-09. Hole 02-19, located approximately 120 feet south of 01-09 intersected
9.5 feet of 0.27 oz/t gold, 5.0 feet of 0.30 oz/st gold and 3.5 fect of 0.28 oz/st gold within a larger 125 foo! wide .
zone grading 0.13 oz/st gold.

In 2003 a total of 33 holes totaling 9,000 feet were completed.  All holes which penetrated the zone intersected
elevated gnld values enlarging the 144 zone to 500 feet by 750 feet.

Excavation of & decline into the 144 zone began in December 2006, and was completed to a depth of 3,352 feet in
November 2007. Underground diamond drilling began in mid January 2008. Drilling is being carried out by Spring
Valley Drilling of Hot Springs, Montana. Drilling is procecding 24 hours a day on two 12-hour shifts. Drill rigs are
operated by one driller with one or two helpers. Most drill holes are surveyed with 2 Reflex multishot magnetic
down hole survey tool. .

As of mid March 2008 a total of 6,700 feet of BQ and NQ diameter diamond drilling has been completed as pant of
the ongoing planned underground diamond drilling program. Approximately 4,000 feer of this drilling was allocated
to further definition and detineation of the 144 zone west of the latite dike, while the remainder was focused on -
cxploration of the new gold-bearing breccias and stratigraphy discovered during decline excavation east of the latite
dike. The best drill hole within the 144 zone was consistent with the better grades observed in the surface drill |
program. SUDB-11 returned 0.14 oz/st (4.80 g/t) gold over 153.5 fee, including 0.54 oz/st (18.51 g/t} over 7.5 feet,

Four diamond drill holes that were drilled east of the dike all returned gold values of greater than 0.1 oz/st (3.44 g/t)
gold. The best of these holes was SU08B-16, which returned 79.5 feet averaging 0.13 oz/st (4.46 g/1), including. 15,
feer-0f 0.31} az/st (10.28 g/t) gold.. These drill holes confirmed the existence of significant gold mineralization east |
of the lalit: dike and represent.a major extension on the 144 zone. Following the discovery of this major extension
on the 144 zone, the diamond drill program was extended to mid May 2008.

In additior. tp the undcrground drilling, & surface drill program was conducted as a first, phase follow up to the '
program.of surface mapping and sampling conducted over the past two years. A total of four holes, one at the Mary
claim area and threc heles at Flourspar Canyon claim area were drilled for a total of 5,165 feet. Results have been
received for three of the four holes, in which anomalous gold values were intersected with the highest value being
0.03 oz/st (0.94 g/t) over 10 feet.
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Sampling and Anslysis

Reverse circulation drilling was utilized in 2001 and 2003, and 2008. Drill cuttings for assay/geochemical analysis
were collecied at five foot intervals consistently throughout these programs. For cach interval, the cuttings
emerging from the drill outlel were scparated into two identical samples with a Johnson splitter, complete mixing
was provided by the cyclone device immediately preceding the splitter cutlets. The resulting pair of cultings was
collected in two identically numbered synthetic-cloth bags which were allowed to dry somewhat before being placed
into two corresponding nylon sacks. Each sack would be filied with 5 or 10 sample bags (depending on volume of
recovery) representing 25 feet or 50 feet of consecutive samples, and the sack taped closed. One set or suite of these
sacks of samples was retained on the property, and selected intervals were analyzed by the mine’s own (aromic
absorption) laboratory facilities for guidance. The other suite was kept in locked storage until it was sent out for
independent assay. in 2008, Ftorin Analytical Services out of Reno, Nevada, provided analytical services.

During the 2001 to 2003 programs, blanks and duplicates were added lo the sample shipments only for the 50
samples representing the chips from hole 02-23 (2 blanks, 2 duplicates) for quality control purposes. In general, one
blank and one duplicatc were submitted for every 20 samples from the drill core. During the 2008 program, a blank,
standard and duplicate was added to every series of 20 rock chip samples. Standards were formatted to know high,
medium and low gold values.

Detailed information of the sampling and.analysis program followed during the 2001 to 2003 drilling is contained in

the 2006 Sterling Report (herein incorporated by reference).

: Security of Samples

All drill cuttings and core the programs were removed from the drill site during drill shifts by a geologist, or by the
end of a shift, and were never left unatiended. The sacks or core boxes were taken to the logging trailer, or 1o
windowless steel containers which are used for permanent storage of alt samples and core. The trailer and container
lock combinations were known only to the exploration manager, the mine manager, end the four geologists logging
and sampling the drill core.

Core samples were placed in individual heavy duty plastic bags and closcd with special plastic zip straps which have
a unique, alpha-numeric, non-sequenced code on each tag. Once closed, the bag cannot be opened without
destroying the tag. The tag number was recorded in the sample tag booklet. Thus, any illegitimate rebagging of the
samples could be demonsirated by discrepancics in sample bag closure.

During the 2001 to 2003 programs, all samples were transported by truck to ALS Chemex in Elko by the Sterling
mine manager personally. This procedure was repeated with Florin Analytical Services in 2008, but the driving was
done by one of the technica) staff members. Coarse rejects and pulps from the sample preparation were brought
back to Sterling on the retumn trips, and stored in the locked steel container.

Minerol Resource and Mineral Reserve Estimates

The 2006 Sterling Report (herein incorporated by reference) included a new resource estimate for both the 144 zone and
the Panama zone. The Panama zone is a near surface deposit just south of the old Ambrose pit. The Panama zone is
being looked at as a shallow open pit target that would be developed in conjunction with the 144 zone. The 2006
Sterling Report recommends undertaking an exploration decline down to the 144 zone. This 1,170 metre decline will
be used to Iake a bulk sample of the 144 zone for leach testing and aiso used for staging further exploration drilling.

Sterling Mineral Resource Summary J

Grade Metric Grade Contained
Zone Resources Short Ton Gold OPT Tonnes Gold g/t Qunces
144 Indicated and Measured 214,554 0.216 194,640 7.41 46,344
Panama Indicated and Measured 103,040 0.082 93,476 2.81 8,449
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The ore reserves and resources were calculated and verified Greg Gillstrom, P.Eng, Geological Engineer, designated
as the Qualified Person as defined by National Instrument 43-101.

Mining Operations

Sterling operated both as an underground and open pit mine commiencing in 1980 until closure in 2000. During this
period the mine produced 194,996 troy ounces from 941,341 short tons of ore with an average grade of 0.217 oz/st
(7.44 gh gald).

Current Exploration and Development

Underground diamond drilling of the 144 zon¢ began in mid January 2008, As of mid March 2008 a total of 6,700
feet of diamond drilling were completed. Approximately 4,000 feet of this drilling was allocated to further

definition .and delineation of the 144 zone west of the latite dike, while the remainder was focused on exploration of

the new geld-bearing breccias and stratigraphy discovered during decline excavation east of the latite dike. The drill
assays confirmed the existence of significant gold mineralization cast of the latite dike, represenling a major
extension on the 144 zone. Following the discovery, the diamend drill program was extended to mid May 2008,
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RED CHRIS PROPERTY
Project Description and Location

Red Chris Development Company Ltd. (“RCDC") is a wholly owned subsidiary of Imperial. RCDC has 2 100%
interest in the Red Chris property, subject to a 24% reversionary carried ownership interest (“RCOI™) held by
American Bullion Minerals Lid. ("ABML") and a |.8% net smelter retun royalty by Falconbridge Limited. The
1.8% NSR is an industry standard net smelter return royalty that can be bought down to 1.0% al any time prior 10
commencement of commercial production in consideration of $1 million.

The RCOI is an intersst which gives the holder the right to receive payment after commencement of commercial
production on the Red Chris Property and afler all costs incurred on or in connection with the Property have been
repaid in full, The RCOI becomes a net 24% working interest after commencement of commercial production on
the Red Chris Property and becomes asscssable for a 24% share of costs and other royally burden after
commencement of commercial production. RCDC owns a 52% interest in ABML.

The Red Chris project is located in northwest British Columbia, approximately 18 kilometres southeast of the Iskut
village, 80 kilometres south of Deasc Lake, and 12 kilometres cast of the Stewart-Cassiar Highway {Highway 37%
A claim map is provided on page 39A.

The Red Chris project is comprised of the Red Chris property and the Red claims.

The Red Chris property consists of 47 mineral claims covering 9,595 hectares. Mineral tenure number 541653 has
been legally surveyed and submitted for conversion to a Mining Lease. .

The Red claims consist of 17 mineral claims covering 7,070 hectares. Imperial owns 100% of the Red claims and
there are no underlying interests,

Permits & Environmental Liabilities

The Red Chris project received Provincial Government approval for mine development under the British Columbia
Environmental Assessment Process in July 2005. Restrictions of that certificate prohibit the start of construction
until an acceptable means of delivery of power is found for the project.

The Red Chris project had Federal Government approval for the right to proceed under the Canadian Environmental
Assessment Act, however on September 25, 2007 the Federa) Court of Canada ruled the Federal environmental
assessment of the Red Chris project was procedurally incorrect and should have been carried out by way of a
comprehensive study review and not as a screening level review, setting aside the Federal Screening Report on the
Red Chris praject issved in May 2006,

In October 2007 the ruling was appeated by the Minister of Fisheries and Occans, the Minister of Natural Resources,
the Attomey General of Canada, and Imperial. The appeal is expected to be heard by the Federal Court of Appeal in
the summer of 2008 with a decision in the fall of 2008 (reft 2007 Annual Report Note 22 herein incorporated by reference).

Accessibility, Climate, Local Resources, lofrastructure aud Physiography

The nearest gravel sirstrip is located in Iskut. Commercial aircraft service the Dease Lake airport and the Bob Quinn
airstrip, located 111 kilometres south of Iskut along Highway 37.

Current access to the Red Chris project is gained via helicopter. In recent programs, air support was provided by
Pacific Western Helicopters, based in Dease Lake, with a staging area provided at Tatogga Lake Lodge, due west of
Red Chris on Highway 37.
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In the 1970's a rough tote road was constructed by Texasgulf that forks off the Ealue Lake Road just west of Eatuc
Lake. The tote road climbs up onto the Todagin Platcau north of Red Chris and leads south 1o the present camp.
This road is suitable for ATV machines but needs upgrading and re-design for vehicle use.

The Red Chris property is situated on the eastem portion of the Todagin upland plateau which forms a subdivision
of the Klastine Plateau along the northern margin of the Skeena Mountains. Elevations on the property are typically
1,500 £30 metres with relatively Tat topography broken by several decp creck gullics. Bedrock exposure is confined
1o the higher-reliel drainages and along mouritainous ridges. The majority of the property is covered by several
metres of glacial till, Vegetation on the plateau consists of scrub birch and willow, grasses, and mosses. Within the
creck valleys, are scveral varieties of conifer and deciduous trees including balsam, fir, cedar, spruce, and aspen.

The project area lies in a region of moderate annuai precipitation with an average of 406 millimetres total annual
precipitation measured over a 35 ycar period of record in Dease Lake. Precipitation is more or less evenly
distributed throughout the year, with April to May receiving the least and August to December the most.
Temperatures vary from a low of minus 21° Celcius in January to a high of 9° Celcius in July with temperature
extremes ranging from minus 50° to 30° Celcius. Approximately five months of the year are in winter conditions.

The climate, topography, availability of water and skilled labour are al! factors amenable to the development of a
mine at the Red Chris project. Better access to grid power will be a requirement for the project to move forward. The
closest port with a ship loading facility is at Stewart, a 320 kilometres one way trip. The size of the Red Chris
project land position is considered adequate for the development of on site infrastructure for open pit mining.

History
This project history is excerpred;from the 2004 Red Chris Report.

The first recorded exploration of the project area occurred in 1956 when Conwest Exploration Limited staked the
Windy claims to cover prominent limonitic gossans on the Todagin Plateau. The showings consisted of a large
oxidized area with small amounts of azurite and malachite. Work consisted of a limited amount of open-cutting and
pack-sack drilling. ~

In September 1968 Great Plains Development Co. of Canada staked the Chris and Money claims to cover the
headwaters of a stream in the western portion of the present project arca, based on a strong copper anomaly in
stream sediments. Over the next two years Great Piains conducted geological and geochemical surveys followed by
two diamond drill holes in 1970 totaling 309 metres. One of the holes (70-2) intersected 0.25% copper over 73
metres.” During the next two years, additional surveys were completed including geologic mapping, ground
magnetics and induced polarization surveys, followed by the drilling of eight diamond drill holes in 1972, totaling
922 metres. These holes intersected weak pervasive (hypogenc) alieration controlled by fracturing with low
supergene copper mincralization near surface.

In 1970 Silver Standard Mines Lid. staked the Red and Sus claims to the north and east of the Chris claim group. In
1971 Silver Standard conducted geologic mapping and soil geochemical surveys over the claims and tested
anomalies with bulldozer trenches near the common boundary between the Red and Chris claims. Two trenches
exposed low-grade copper mineralization in intrusive rocks. Ecstall Mining Limited (which later became Texaugulf
Canada Limited, the Canadian subsidiary of Texasgulf Inc.), optioned the Silver Standard claims in 1973 and drilted
14 percussion holes totaling 914 metres of which half intersected low grade copper mineralization.

In 1974 Texasgu!f Canada Ltd. formed an agreement with Silver Standard and Great Plains to acquire an option on
60% of the combined Red and Chris groups of claims and paying 80% of costs with Silver Standard and Great
Plains both retaining 20%.

During the years 1974-1976 Texasgulf drilled a tota) of 67 diamond drill holes (12,284 metres) and 30 percussion
holes {2,261 metres). During the 1978 and 1980 ficld seasons, Texasgulf drilled an additional 7 shallow core holes
totaling 1,017 metres to test for near-surface copper-gold mineralization. Property-wide geological, geochemical,
and geophysical surveys were also completed during this time. An overburden drill was utilized to test bedrock
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geochemistry in poorly exposed areas of the property. The results of this program outlined an area 3.4 kilometres
long, striking east-northeast, with multiple anomalies greater than 500 ppm copper. This anomalous copper zone
effectively outlines the limits of the Red intrusive stock. Magnetometer surveys delincated the northern intrusive
contact of the Red Stock with volcanics but coutd not discriminate between the various intrusive lithologies or the
Bowser Luke Group of clastics 10 the south,

As a result of the Texasgulf exploration, two coalescing east-north-easterly trending zones of copper-gold
mineralization named the Main and East zones were outlined. The mincralization was described as pyrite,
chalcopyrite, and lesser bornite occurring spatially with zones or quartz vein stockwork near the centre of the Red
intrusive slock. The estimated resource in 1976 at a 0.25% copper cut-off was 34.4 million tonnes with an average
grade of 0.51% copper and 0.27 g/t gold to a depth of 270 metres in the Main zone and 6.6 million tonnes with
average grade of 0.83% copper and 0.72 g/t gold to a depth of 150 metres in the East zons, .

No exploration was conducted during 1981 to 1994. A series of corporatc takeovers and reorganizations in January
1994 resulted in the ownership of (he property divided amongst Falconbridge {60%), Norcen Energy (20%), dnd
Teck Corporation (20%). ABML acquired an 80% interest in the property in carly 1994 with Teck Corporation
retaining the remaining 20%. ABML completed a review and evaluation of the exploration completed by previous
owners. ABML estimated a possible resource at a 0.20% copper cut-off of 136 million tonnes averaging 0.38%
copper anc. 0.25 g/t gold/t. Within the larger resource, an estimated higher grade core containing 37 million tonnes
averaging ).67% copper and 0.45 g/ gold was defined. ABML recommended 15,000 metres of diamond drilling to
upgrade and expand the higher grade core zones and explore the remainder of the property.

During th: 1994 ficld scason, ABML completed mineral claim staking, land surveying, linc cutting, soil

geochemis:ry, geophysics (including magnetics, VLF EM and induced polarization), camp and core logging facility

constructicn, HQ and NQ diamond drilling totaling 21,417 metres in 58 holes, core sample assaying, acid base.
accounting studies, base-line environmental studies, a3 mineral resource estimate, petrographic and metallurgical

studies, and documentation. The programs were completed between Junc and November 1994 at 2 cost of $4.2

million,

Drilling completed in 1994 extended the lateral dimensions for mineralization in a north-south direction and

extended 11e known copper-gold mineralization over vertical distances of up to 400 metres. Geochemical and

geophysical surveys extended the mineralization to the west to include the 600 by 600 metre Far West zone and the.
700 by 400 metre Guily zone.

Based on the additional 1994 drill data the measured and indicated resource was estimated at 181 million tonnes
averaging 12.4% copper and 0.31 g/t gold at a 0.2% copper cut-off. Terms of proven, probable, and possible were
used that under 43-101 Guidelines would. conform to Measured, Indicated, and [nferred. An additional 139 million
tonnes averaging 0.35% copper and 0.28 g/t gold at the 0.2% copper cut-off was classed as inferred. This resource,
estimated ty ordinary kriging of 30 x 30 x 15 metre blocks, was compiled and estimated within a 1,300 x 200 metre
area to dephs of between 1,050 to 1,530 metres above sea level.

The 1993 exploration program (112 holes totaling 36,770 metres) successfully increased the geological resources of -
the Red.Chris deposit across the widih of the Red stock and over a 400 metre strike length west of the known

mineralization. Significant near-surface copper-gold mineralization was also discovered at the Gully and Far West,
zones. As of November 1995 the property had been tested by a total of 244 diamond and 44 percussien drill holes,

ot 74,782 metres of drilling.

In 2003 bcMetals conducted an infill drilling program totaling 16,591 metres in 49 drill holes. This resulted in
updated measured, indicated, and inferred resourced calculations early in 2004,

The infill drill program completed in 2004 consisted of 2 total of 6,927 metres in 25 diamond drilt holes. Of these
holes 10 targeted the Main zone, 4 targeted the saddle zone between the Main and East zones, 6 tested the East zone
and § condsmnation holes were drilled to the nonh cast of the East zone. This resulted in a reinterpretation of the
geologic madel upon which the resource estimation was based. As a result, the mineralized unit was re-modeled as
a single urit, whereas prior to 2004, the Main zone and East zonc had been separated, with inner and outer
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mineralized shells.

In 2004 & feasibility study was completed by AMEC. This study is summarized in the 2004 Red Chris Report {iled
on SEDAR by beMetals, and herein incorporated by reference.

Exploration in 2006 consisted of 14 drill holes for a total length of 4,679 metres. This cansisted of 7 holes in the
Gully zone and 2 geotechnical holes 300 metres to 600 mstres northeast of the pit limit, in the vicinity of the then-
proposed mill site. In addition 5 holes were drilled within the East and Main zones for due diligence and verification
purposes under the terms of a joint ‘venture agreement betwcen bcMetals and the Global Intenational Jiangxi
Copper Company Lid, which had recently been announced for the development of Red Chris.

In mid 2006 the Company launched a takeover bid for bcMetals Corporation, owner of the Red Chris project located
in northemn British Columbia. In April 2007 the Company completed the 1akeover of beMetals at a cost of $68.6
million. The acquisition of bcMetals was funded from cash on hand and a $40.0 million short term loan facility.

Upon acquisition of the Red Chris project, Imperial made plans for a deep drilling program in the summer of 2007
beneath the Main and East zones. )

Geological Setting
Regional Geology
This geology summary is modified from the 2004 Red Chris Report.

The property is situated regionally within the Stikinia Terrane of northern British Columbia. This temane is
dominated by Early Mesozoic and lesser Latc Paleozoic island-arc volcanic strata and related subvolcanic intrusions
that form a broad northwesterly trending belt along the centre of the province from southern British Columbia into
southwestem Yukon Temitory, often referred to as the ‘Intermontane Belt'. Stikinia terrane arc rocks have been
tegionally subdivided inte Latc Palcozoic Stikine, Late Triassic Stuhini, and Early to Middle Jurassic Hazelton
Groups. The Late Triassic Stuhini Group rocks are dominated by submarine calc-alkaline basaltic volcanic rocks
which are commonly augite-phyric versus those of the Hazelton Group which are dominated by subacnial volcanics
that display a broad range in composition from basalt to rhyolite.

The Stikinia terrane probably developed as primarily Late Triassic and Early and Middle Jurassic oceanic
island-arcs outboard of the ancient North American continental margin. Island arcs cvolved along the westem
margin of the intervening, Late Paleozoic ocean basin in responsc to westerly subduction. Early Middle Jurassic
arc-continent collision, related to docking of the Stikinia arc with the ancient margin, resulted in southwesterly
tectonic emplacement of oceanic Cache Creek terranc rocks above the Stikinia terane. The uplified oceanic crust
shed clastic flysch sediments southwardly into the newly developed continental margin to form the Bowser Lake
Group.

A suite of earliest Early Jurassic to Late Triassic (195 to 205 Ma) stocks and dykes occur throughout the region.
These intrusions are compositionally variable, ranging from hornblende quartz diorite to quartz monzodiorite, and
are characteristicatly medium-grained, equigranular 1o porphyritic and weather a buff-white 10 light grey colour. The
largest intrusion of this suite is the Late Triassic Red stock which hosls the Red Chris deposit. It intrudes Late
Triassic massive volcanic wackes, siltstone and possibly augite-porphyritic basalt within the Red Chris property.

Major regional faulting has affected the local stratigraphy during Middle Cretaceous and Tertiary tectonism, The
cast-northeasterly trending Ealue Lake Fault is the most prominent structural feature in the vicinity of the subject
property. Although not exposed, it has been projected along the Coyote Creck-Ealue Lake Valley. Its presence is
evident by contrasting lithologies and styles of alteration on cither side. Zones of intense carbonatization with
localized areas of ankerite flooding are widespread in rocks only south of the fault. Also, its continuity to the cast
has been determined for an additional 30 kilometres where it has been designated the McEwan Creek Fault with a
south side-down movement sense. There are also similarly-oriented faults along the northern contact of the Bowser
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Lake Group; one of which is the southside-down normal bounding fault between the Bowser Lake Group rocks and
the Red stack near the centre of the property.
Property Geology
This geology summary is modified from the 2004 Red Chris Report,
The propurty covers the eastem portion of a large cast-northeasterly trending, stratigraphically-distinct, fault
bounded upland called the Todagin Plateau. The lithologic units .on the property have .been described
chronolog: cally from oldest to youngest. . -
a) Middle to Upper Triassic Volcanic and Sedimentary Rocks (muTva and muTvs)
Geologica mapping (1994' and 1995) identified an intercalated sequence -of augite-phyric volcanic . and
volcanical y-derived sedimentary rocks cropping out between the northeastern slopes of Todagin Mountain and
Ealue Lake, undertying most of the northem portion of the propenty.
Alkaline volcanic rocks, informally called the Dynamite Hill volcanics, crop out immediately north and northwest of

the Red stock, along the East Gully to Bowers Creek drainages nosth to Ealuc Lake. They also reportedly occur on
the southeistern side of the Red stock in fault contact with the Middle Jurassic Bowser Lake Group sedimentary

rocks. These rocks also occur at the Far West zone where they host a portion of the mineralization and occur in .

intrusive conlact with the Red stock.
b) Late Triassic Plutonic Rocks

Several stacks and dykes of homblende-plagioclase porphyritic quartz monzodiorite composition have been mapped

within the Todagin Plateau area. These intrusions occur in close proximity to the Red stock and are very similar to it .

in geometry and texture, They arc described as intrusive rocks that weather buff-white to light grey, and have
distinctive medium- to coarse-grained homblende and plagioclase phenocrysts randomly oriented in an aphanitic
grey groundmass. .

Four zircon fractions from drill core of the Red stock (ic. DDH 94-224) were reported to have been Pb-U dated as

203.8 1.3 Ma, or of Late Triassic age. This date correlates well with three dates from various other plutons

throughout the Tatogga Lake map area that ranged from 199 to 205 Ma. All samples also show an Early Paleozoic

inheritance at 500 Ma.

The Red stack is elongate, irregular.in shape, and occupies a major east-northeasterly en echelon fault structure. It is
at least 4.5 kilometres long by 300 to 1,500 metres wide, but it may also extend well beyond its exposed boundaries
as a buricd pluton beneath the partially eroded older volcanic and scdimentary cover. Various plutons both east and
wesl of the main stock were identified but except for variation of pyrite and homblende contents, they were
apparcntly identical and are probably apophyses of a larger intrusion. '

Two compositionally-similar phases of plutonic rocks comprise the stock and these rocks are cut by several
post-mineral dykes of diorilic to monzonitic composition. The Main Phase unit is a medium-grained, weakly to
intensely-altered plagioclase-homblende porphyritic monzodiorite that hosts most of the known copper-gald
mineralization and constitutes approximately 70-80% of the stock. The Late Phase unit is now thought to comprise
both unalteed and barren Main Phase and post-mineral dykes with indistinct flow banded and chilled margins; all of
which are 1emarkably similar in composition and texture to very weakly altered Main Phase rocks. However, the
Late Phase unit appears o be fresher looking and less altered than the Main Phase unit, usuzlly barren of
copper-gold mincralization, and represents approximately 20-28% of the stock. Thus, the balance of evidence
suggests that the past use of the term Late Phase is a misnomer, given that there are no chilicd margins between the
two phases, and the identification of two separate intrusive units can not be logically deduced by changes in
alteration a1d mineralization intensity. Contrarily, changes in mineralization and alteration can easily be explained
by variations in (or concentrations of} hydrothermal pathways in the stock, likely due to pre-mineral structural
weaknesses or fabrics. For the 2007 drilling, the term Latc Phasc was abandoned in the logging scheme. The
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late-stage, post-mineral dykes arc commonly porphyritic, range in composition from dioritic to monzonitic, are
usually less than 1 10 § metres wide; although they may attain widths of up to fifty (50) metres in the western end of
the Red Chris deposit area. These dykes comprise the remaining volume of the Red stock.

Intrusive breccia occurs throughout the Red stock; especially along the northeastern and western margins of the Red
Chris deposit and within the Gully and Far West zoncs. Breccia bodies may range locally in width from a few
metres to 190 metres er more. Their contacts are relatively distinct; marked by a rapid increase or decrease of sub-
angular to angular fragments of plutonic rock. These fragments can vary from less than o centimetre to several
metres in diameter.

The Red stock and older country rocks are cut by several varieties of late-stage, post-mineral dykes; identified by
their texture, mineralogy and appearance. There 2re three main varietics, from oldest to youngest: Porphyritic
Feidspar-Homblende-Biotite Dykes (DPFH), Quartz-Carbonate Amygdaloidal Dykes (DQCA), and Mafic Dykes
(DMAF). -

¢) Lower to Middle Jurassic Volcanic Rocks (Units 1rv and 11v)

Lower to Middle Jurassic trachytic to rhyolitic flows have been mapped at the western end of the Red stock along
the Bower Creck drainage. .

d). Middle Jurassic Ashman Formation (basal Bowser Lake Group; mJA)

Marine clastic sedimentary rocks of the Ashman Formation, a basal unit of the Middle Jurassic Bowser Lake Group,
underlie the southern property boundary, along the ridgeline between the Red stock and Kluea Lake. The Ashman
Formation is comprised of siltstone, chert-pebble conglomerate and sandstonc. Bowser Lake Group rocks young
progressively to the south; indicating that deposition was from the narth into the tectonically-active northern margin
of the Bowser Basin, :

Massive to well-bedded chert-pebble conglomerates occur in fault contact with the southem margin of the Red
stock. Repetitively-bedded laminae, varying from 5 to 15 centimetres thick, are defined by an up-section reduction
in both size and abundance of chert clasts. Local massive conglomerates contain 40-60% sandsione clasts and/or
matrix sandstone. Both laminated and massive congtomerates have sub-rounded, 0.5 to 3 centimetres diameter, light
to dark grey or green chert pebbles in a tan brown to grey sandstone matrix.

¢) Maitland Volcanics

Near the headwaters of the East and West Gully drainages there are small outcrops of columnar olivinc-phyric basalt
flows. These rocks represent the youngest rocks in the region, probably of Early Pliocenc age.

Exploration

The 2007 exploration program at Red Chris began in June, with the drilling commencing on June 10. The 25-person

eeamp is complete with a fully functional kitchen, dry, flush toilets, washer/dryer, hot water, office, maintenance
sheds, and individual 4-person cabins. There is also a dedicated first aid shack, compliant with all Health and Safety
requirements. Camp water was sourced from a creek approximately 800 metres south of camp. The drillers also
used this location for their drill water, so the camp water was ticd off from their hose line.

All personne) and most supplics were lifted into camp with an A-Star helicopter supplied by PWH, whilc the drills
were disassembled and lifted with a VIH Sikorsky. The drills utilized were two Boyles 56's, mounted on skids, with
automatic transmissions and 30 foot towers. Under optimal conditions, the rig could be moved in three or four
loads, notwithstanding the drill rods and other accessorics. Atlas Drilling, based in Kamloops, was contracted for
the drilling. There were 8 drilling personnel on-site supplicd by Atlas, in addition to occasional short term visits
from a drilling foreman or mechanic. The initial drill pads were constructed by hand using picks and shovels to
level the ground. Then cul timbers and planks were laid down to form a level deck for the drill rig. The final drill
pad for holes 07-339 and 07-340 was leveled with a Komatsu mini-excavator, with an existing drill pad being
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airlified into place by the Sikorsky. The Komaisu was used to build roads to the drill pads once the ground was dry
enough, though the high clay and organic content of the soil made for undesirable road-building material. Most of
the core 'was transported to the core shack via helicopter in the end.

The initial goal of the dritling program was to drill three 1,000 metre holes from a single sctup in_the Main zone, and
the same for the East zone, for a total of 6,000 metres. Historically, the Main zone had only been drilled to a

maximura 400 metre depth, despite indications for good ors at depth. Similarly, the East zone had been drilled to |

700 metic depth, though the majority of pasi drilling had only penetrated to 450 metre depth. The East zone in
particular had extremely good evidence that high-grade material existed at depth, as indicated in hole 06-324 which
bottomed in 173 metre of 0.88% copper and 1.32 g/t gold at 701mclrcs down hole depth,

Down hele surveys were periodically done an. the drill holes 10 measure their deviation, This was fac:hlated during
bit changes and hole shutdowns by using a Reflex EZ-Trac down hole probe. Measurements were taken every
9.14m (three rods), with the probe suspended by aluminum running gear 7m beyond the drill bit. The EZ-Trac is
manufactred such that a handheld compuler is synchronized to the probe, and measurements can quickly be
obtained during the pulling of rods. Magnetic interference of the EZ-Trac is ncgligible at Red Chris due to the low
amount of magnetite, Data recorded at each survey station included azimuth, dip, temperature, and magnetic field
strength. Down hole survey data is included on the cover pages of the drill Yogs, appended to the repent, Drill hole
collars were surveyed with a handheld GPS, with accuracy usually down to 3 metres.

Other exploration conducted at Red Chris included preliminary field mapping and ground based proton
magnetometer surveying. Since this was the first time most of the Imperial geologists had been at Red Chris, much
lime was spent gaining a familiarity with the geography of the land, and searching for limited outcrop exposure.
Traverses were conducted into the gullies adjacent to the Gully and Far West zones, and onto the plateau north of
* Red Chris. .

The drilling concluded on August 26 and the drills were demobilized out of Red Chris on August 29. The camp was .

winterizec. and shutdown in September, with the final field crews departing on September 23.

Six holes were completed at Red Chris in 2007 for a total’ 4,835 metres. Holes 07-335, 338, 339, and 340 were
drilled in the East zone, while 07-336 and 337 were drilled in the Main zone. (ref: Aug 14/07; Oct 16/07; Dec 10/07
News Relenses, herein incorporated by reference)

Mineralizztion and Alteration

The alteration of the Red Stock is more akin to the calc-alkalic series of British Columbian porphyries, with
characteristic potassic, argillic, phyllic, and propylitic alteration. However, other defining features suggest a more
alkalic affinity, including the alkalic host rock with low modal quartz (monzodiorite), and associated metals (copper,
gold, and minor silver). The distribution of ore is moderately consistent, with the notable exception of the high-
grade core of the East zone,

Pyrite, chalcopyrite;and lesser bomite are the principal sulphide minerals of the Red Chris deposit. Minor covellite -

accurs as inclusions in pyrite, and molybdenite, sphalerite and galena occur locally in trace amounts. Gold, second
in . economic, importance to copper, occurs as clectrum spatially- and genetically-associated with the copper
mincralization. Silver values are geochemically low.but still of economic importance.

Drilling

Once drill core was reccived into the core shack, the core was washed and logged geotechnically (RQD) and

geologically. Then the core when separated into 2.5 metre sample intervals. Geology data was recorded into Lagger
(by Northface Soflware), a database program designed for exploration drilling. The graphic logs appended to the
end of this report were printed directly from Lagger. Sample tags were placed at each sample contact. Standards,
duplicates, and blanks were randomly inseried within every 17 consecutive core samples. The unsplit core was then
photographzd and transferred to the splitting area. Core was split using two hydraulic splitters. Split core was
placed into clear poly-ore bags with the sample 1ag and zap-strapped. The other half-core was lefl in the core box,
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with the sample 1ag stub stapled to the start of the appropriate sample interval. Archiveg core is stored on-site in
wooden racks. The upper 300 metres of holes 07-335, 336, 337, and 338 were drilled in HQ to aliow for
metallurgical testing of sufficient quantities. The remaining half-core in the boxes was quartered, with a quarier
placed in secure steel 45 gallon drums for transport offsite. NQ material was not used for metallurgical testing.

Samplc bags were placed into whitc plastic rice bags, labeled, and zap-strapped with numbered ties. The rice bags
of samples were flown out in canvas mega-bags via helicopter to the staging area at Tatogga Lake Resort. The
samples were placed in a locked container at Tatogga, and shipped approximately once a week via Canadian
Freightways to the Acme Analytical prep lab in Smithers where samples wese crushed, split and pulverized to a 150
mesh. The pulps were then trucked to the main Acme Analytical lab in Vancouver and assayed. Gold was analyzed
via fire assay fusion by ICP-ES on a 30g sample. Copper and iron were analyzed by ICP-ES with an aqua regia
digestion. Pulps were also analyzed via ICP-MS with an aqua regia digestion for a 36-¢lement suite, including
silver,

The recovery experienced by Imperial at Red Chris is close to 100% and the sample quality is considered fo be
excellent. The sampling is not expected to result in any biases and will be representative of the areas drilled. The
deep drilling has indicated thal the mineratization at the Main zone and East zone extends to at least 1,000 metre
depth and additional drilling will be required to determine the lateral extent and further depth extent of these zones.

Minera! Resource and Mineral Reserve Estimates

The mineral resource and mineral reserve estimate provided in the 2004 Red Chris Report which summarized the
finding of the AMEC feasibility study included a resource and reserve estimate. The estimates were completed by
bcMetals before the takeover by Imperial in 2007. It should be noted that one of the assumptions in the repont is the
availability of grid power along Highway 37 to within 20 kilometres of the site.

Red Chris Resource - All Zones - all blocks classed Measured ptus Indicated or Inferred _]
All Blocks Classed Measured plus Indicated All Blocks Classed Inferred
Cutoff Tonnes > CutofT Grade>Cutoff Tonnes > Cutoff Grade>Cutoff
(Cu %) (tonnes) | Cu (%) Au (/1) (tonnes) | Cu (%) Au (gh)
0.15 588,600,000 0.32 0.26 360,200,000 0.27 0.24
0.20 446,100,000 0.36 0.29 268,700,000 0.30 0.27
025 325,100,000 0.41 033 193,400,000 034 0.29
0.30 238,300,000 0.46 037 126,100,000 0.37 ]
0.35 168,700,000 0.52 0.42 67,100,000 041 033
0.40 119,400,000 0.58 0.47 27,500,000 046 0.32
045 25,000,000 0.64 0.52 10,300,000 0.52 0.31
0.50 62,400,000 0.70 0.59 5,100,000 0.57 0.34

Based on the global resource shown above, the following reserves were calculated in 2004.

'Red Chris Reserve 1
Recoverable
Tonnes Cu% Au ght Cu Au CuEq
Proven 93,475,785 0423 0.327 0.374 0.185 0.482
Probable 182,524,215 0.300 0.226 0.261 0.100 0.320
Total 276,000,000 0.349 0.266 0.299 0.129 0.374

The ore reserves and resources were calculated and verified by Gary Giroux, P.Geo, designated at the time as the
Qualified Person as defined by National Instrument 43-101.
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Exploration and Development

In 2007 six diamond drill holes were completed on the Red Chris property, totaling 4,835 metres. The drilling
indicates high-grade mineralization in the East zone extends 300 metres below its previously known extent. In
addition, te high-grade zone appears to thicken at depth, approaching 200 metre width. Drill hole 07-335 in the
East zone intersected 1024.1 metres grading 1.01% copper and 1.26g/t gold. In the Main zone, copper-gold
mineralization was confirmed 10 extend at Ieast | kilometre below surface, with 07-336 retuming 996.4 metres
grading 0.10% copper and 0.38g/t gold. All holes except 07-340 ended in mineralization, indicating that the new
drilling has not yet defined the fullest extent of the mineralized system, Future drilling campaigns should focus on
delineatior. of the East zone at depth, whete a significant ‘volume of high-grade mineralization may be amenable to
bulk underground mining.
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OTHER PROPERTIES

Imperial has interests in various other carly stage exploration propertics located in Canada and continues to evaluate
exploration opportunities both on currently owned properties and on new prospects,

DIVIDENDS

The Company has not, since the date of incorporation, declared or paid any dividends on the common sharcs and
does not currently intend to pay dividends. Eamings will be retained to finance operations.

CAPITAL STRUCTURE

The Company has unlimited number of common shares without par value.

The Company also has 50,000,000 First Preferred shares without par value with special rights and restrictions. and
50,000,000 Second Preferred shares without par value with right and restrictions both to be determined by the
directors. No preferred shares have been issued.

MARKET FOR SECURITIES

Imperial’s common shares are listed on The Toronto Stock Exchange and trade under symbol I1I. The following
table provides the high, low, close price, and the volume of shares traded on a menthly basis in 2007.

2007 High Low Close Volume Traded |
January $11.84 $10.40 $10.83 485,344
February 10.9] 9.95 10.64 324,334
March 10.8¢ 9.92 10.25 426,494
Apri 12.85 10.26 12.24 1,139,022
May 14.00 12.20 13.95 1,231,630
June 14.80 12.20 13.97 872,768
July 19.37 14.00 18.50 1,306,364
August 18.46 12.10 14.41 1,058,695
September 16.50 13.11 14.76 497,362
October 17.65 14.01 17.26 “ 1,173,016
November, 17.36 13.14 13.25 " 837,613
December 13.16 9.56 11.31 658,061
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DIRECTORS AND OFFICERS

Name, Oc:upation and Security Holding

.49.

Name, Province and Current Position Present Principal Occupation / Director
Country of Residence with Imperial Employmeni for Previous Five Years Since
Pietrre Lebel Director & Chairman of Imperial . Dec 6, 2001
British Columbia Chairman
Canada
J. Brian Kynoch Director & President of Imperial Mar 7, 2002
British Columbia President
Canada
Larry G. Moeller Director President of Kimball Capital Corpo-ratimi Mar 7, 2002
Alberta )
Canada
Ed Yurke wski Director President of May 20, 2005
Alberta Procon Mining and Tunnelling Ltd.
Canada .
Andre Deepwell Chief Financial Chief Financial Officer & Corporate Secretary  n/a
British Columbia Officer & of Imperial
Canada Corporate

Secretary
Don Parsons Vice President, Imperial Vice President, Operations — 2005 to nfa
British Columbia Operations present. Prior thereto President and General
Canada ) Manager of Tercon Enterprises, Fort McMurray

operations.

Patrick McAndless Vice President, Vice President, Exploration of Imperial n/a
British Columbia Exploration ’
Canada '
Kelly Findlay Treasurer Treasurer of Imperial nfa
British Columbia
Canada

Each direcior’s term of office expires at the next annua! general meeting of the Company, scheduled for Monday,
May 12, 2008 or until his successor is duly clected or appointed, unless his office is carlier vacated in accordance

with the anticles of Impenial.

Shareholdings of Directors and Senior Officers

On March 20, 2008 the Company had 32,689,244 common shares issued and outstanding. The directors and senior
officers, as a group, beneficially owned directly or indirectly, 1,542,734 common shares of the Company
representinz approximately 4.72% of the outstanding common shares of Imperial.
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Committee’s of the Board of Directors

The Board of Directors has established three board committees; audit, compensation, and corporate governance and
nominating.

Audit Commitiee .
The audit Committee has been structured to comply with Multilateral Instrument 52-110.

Audit Committec Charter
The audit Committee is responsible for reviewing the Company's financial reporting procedures, internal controls
and the performance of the Company's extemal auditors. (ref: Audit Committee Charter page 53 of this AIF)

Audit Committee Composition and Background

The Audit Committee is comprised of Larry Moeller {Chairman), Ed Yurkowski and Pierre Lebel. All three
members of the Audit Committee are independent and financially litcrate, meaning they are able to read and
understand the Company’s financial statements and to understand the breadth and level of complexity of the issues
that can be reasonably be expected to be raiscd by the Company’s financial statements. [n addition to each
member’s general business experience, the education and experience of each member of the Audit Committee that is
relevant to the performance of his responsibilities as a member of the Audit Committee, are set forth below:

Larry G. Moeller, B. Comm., C.A. - also serves as a Member of the Corporate Governance and
Nominating Commitiee and Compensation Committec. Mr. Mocller is President of Kimball Capital
Corporation, Vice President Finance of Edco Financial Holdings Ltd., and Director of Ceramic
Protection Corporation, Magellan Aerospace Corporation, Crocotta Energy Inc., Jovian Capital
Corporation, Sunwest Aviation Ltd., and Resorts of the Canadian Rockies Inc.

Pierre Lebel, LL.B., M.B.A. - also serves as Imperial’s Chairman of the Board; and Chairman of the
Corporate Govenance and Nominating Committee and of the Compensation Commitice. Mr, Lebel is
Chairman and Director of Jinshan Gold Mines Inc., and the Mining Association of British Columbia;
Chairman and Trustee of Home Equity Income Trust;"and Director of SouthGobi Energy Resources Ltd.
and Zedi Inc.

Ed "furkowski, P Eng. - also serves as a Member of the Compensation Commitiee. Mr. Yurkowski is
President of Procon Mining and Tunnelling Ltd, a Vancouver based full service mining contractor with
operations in North America and other continents.

Reliance on Certain Exemptions

At no time since the commencement of the Company's most recently completed financial year has the Company
relicd on the exemption in Section 2.4 of MI 52-110, or an exemption from MI 52-110, in whole or in part, granted
under Part 8 of MI 52-110. '

Audit Committee Oversight

Al no time since the commencement of the Company's most recently completed financial year was a
recommendation of the Audit Commitice to nominate or compensate an external auditor not adopted by the Board of
Directors. '

Pre-Approval Policies and Proccdures

The Audit Committee is authorized by the Board to review the performance of the Company’s external auditors and
approve in advance provision of services other than auditing and to consider the independence of the external
auditors. The Audit Commiltce has delegated to the Chair of the Committee the authority 1o act on behalf of the
Committee with respect to the pre-approval of the audit and permitted non-audit services provided by Deloitte &
Touche LLP from time to time. The Chair reports on any such pre-approval at each meeting of the Committee.
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External A iditor Service Fees )
Aggregate fees payable to Deloitte & Touche LLP for the past three years are as follows:

Year Ended 2007 2006 2005 )
Audit fees 7 $138,000 $110,000 $97,500
Audit related fees® 6,720 7,750 7,200
Total $144,720 . $117,750 $104.700

™ Far profesiional services rendered for the audit and review of our financial stalements ot services
provided i1 connection with sttutory ond regulatory filings or engagements.

@) For assurance and related services that are reasanably refated to the performance of the audit or review
of the fina wcia) statements and are not reported under “Audit Fees™ above.

Complaint Procedures
In 2004, the Company implemented a policy detailing procedures for:
s the receipt, retention and treatment of complaints or submissions regarding accounting, internal accounting
controls or auditing matters. '
» confidential and anonymous submitting concems from employces of the Company or any of its subsidiaries
about questionable accounting or auditing matters.

Imperial’s procedures for filing cornpl-aims on accounting and auditing mauiers are available on the Corporate
Governanc: page of the Company’s website (www.imperialmetals.com).

Compensation Committee

The Compunsation Commiltee is comprised of Pierre Lebel (Chairman), Larry Moeller and Ed Yurkowski. The
primary ob ective of the committee is to discharge the Board’s responsibilities relating to compensation and benefits
of the executive officers and directors of the Company. The Compensation Committee Charter is contained within
the Management’s Information Circular (herein incorporated by reference).

Corporate (;overnance and Nominating Committee

The Corpotate Governance and Nominating Commitee is comprised of Pierre Lebel {Chairman), Brian Kynoch and
Larry Mocller. The primary objective of the committec is to assist the Board in fulfilling its oversight
responsibilities by (a) identifying individuals qualified to become board, and board commiltee members, and
recommencing the Board sclect director nominces for appointment or election to the Board, and (b) developing and
recommenc.ing to the Board corporate governance guidelines for the Company and making recommendations to the
Board with respect to corporate govemance practices. The Corporate Governance and Nominating Committee
Charter is contained within the Management’s Information Circular (herein incorporated by reference).

Corporate Cease Trade Orders or Bankruptcies

All the offizers and directors of the Company, with the exception of Ed Yurkowski and Don Parsons, were officers
and directors of JEI Encrgy Inc. when it voluntarily reorganized its debt and equity under a plan pursuant to the
Company Act (British Columbia) and thc Companies' Creditors Arrangement Act (Canada) in 2002. The
reorganizat:on plan was approved by creditors and sharcholders of 1E1 Energy Inc. on March 7, 2002 and by the
Suprcn_:c.Coun of British Columbia on March 8, 2002 and implementcd in April 2002. Detailed information can be
obtained in EI Energy Inc.'s 2002 Information Circular and Proxy Statement filed March 8, 2002 with SEDAR.

Conflicts of Tuterest and [nterest of Management and Otbers in Material Transactions

Certain of the Company's directors and officers also serve as directors or officers of other companies or have
significant sharcholdings in other companies, as a result of which they may find themsclves in a position where their
duty to ancther company conflicts with their duty to the Company. To the extent that such other companics may
participate in ventures in which the Company may participate, the directors or officers of the Company may have a
conflict of interest in negotiating and concluding terms respecting the extent of such participation. In the event that
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such a conflict of interest arises, at 2 meeting of the Board, a director who has such a conflict will disclose the nature
and extent of his interesi to the meeting and abstain from voting in respect of the matter.
Dctailed information is provided in the 2007 Annual Report (herein incorporated by reference} containing the
Management's Discussion and Analysis (ref: Related Party Transactions section), and the Consolidated Financial
Statements for the year ended December 31, 2007 (ref: Note 16).
TRANSFER AGENTS AND REGISTRARS

Computershare Investor Services Inc. acts as the Company’s transfer agent and registrar,

Vancouver Office: 510 Burrard Street, 3" Floor, Vancouver, BC V6C 3B9
Toronto Office: 100 University Avenue, 9" Floor, Toronto, ON M5J 2Y1
MATERIAL CONTRACTS

The material contracts entered into by the Company during the year ended December 31, 2007, and contracts that
were entered into before that date, other than contracts entered into in the ordinary course of business, are provided
below. No disclosure is made regarding any contract that was entered into prior to January |, 2002.

Support Agreement - dated January 8, 2007 between Imperial and bcMetals Corparatlon wherein the Company
advanced bcMetals $2 million in unsecured advances bearing interest at bank prime rate, was repaid prior to the
June 30, 2007 duc date.

Line of Credit Facility - In September 2006 the Company obtained a $4{.0 million credit facility with Edco Capital
Corporation (“Edco™), a company controlled by N. Murray Edwards, a significant sharcholder of Imperial, 10 assist
with the acquisition of beMetals. The facility is subject to conditions usual in commercial lending transactions of
this kind. Interest on the outstanding principal amount and interest on overdue interest will compound monthly at the
rate of 9% per annum. In February 2007, the Company drew the full $40.0 million to assist with the purchasc of
beMetals. A draw fee of 1% was paid on the amount drawn. The facility was scheduled te eapire on November 30,
2007 and its continuance is subject to satisfactory periodic reviews and no adverse changes occurring. The amount
drawn down was evidenced by a promissory note and sccured by a floating charge debenture on the Company's
assets and a guarantee from its subsidiary, Mount Polley Mining Corporation. In October, 2007 the due datc on the
facility was extended to February 29, 2008 and the interest rale increased to 10% effective December 1, 2007. The
credit facility was repaid in February 2008 from a new shorl term revolving credit facility with a syndicate of
lenders.

Convertible Debentures Agreement - dated March 9, 2005 for $20.0 million of conventible debentures with
interest payable a1 6% per annum. The following insiders of the Company purchased $9.75 million of the
Convertible Debentures: N, Murray Edwards ($9,000,000); Larry Moeller ($650,000); and Brian Kynoch (President
of the Company (3100,000)).
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‘INTERESTS OF EXPERTS

Deloitte & Touche LLP is the independent auditor of the Company within the meaning of the Rules of Professional
Conduct oi the Institute of the Chartered Accountants of British Columbie.

Greg Gills:rom, P.Eng, Geological Engineer, an cmployec of Impcnal

a) is a pirson who has prepared or certified a sfatement, report or vatuation described or included in a filing, or
referred to in a filing, made under National Instrument $1-102 by the Company during or relating to the
Company’s most recently completed financial year; and

b) whose profession or business gives authority to the statement, report or valuation made by the person or
Company; and

c) who has interest in the common shares of the Company, directly or indirecily, or through slock options that
represent Jess than 1% of the Company’s outstanding share capital.

The Company’s property fechnical reports are available on SEDAR (www.sedar.com) and on the Company’s
website (www.imperialmetals.com).

ADDITIONAL INFORMATION -

Additional infermation, including details as to directors’ and officers’ remuncration, principal holders of Imperial

shares, options to purchase Imperial sharés and certain other matters, is contained in the Company’s Management

Informatios Circular for the annual general meeting of shareholders to be held on Monday, May 12, 2008. The

. Circular will be made available on SEDAR and on the Company's website, concurrent with the delivery of the

document o the Company’s shareholders.

Additionat financial information is provided in the Company's 2007 Annual Report containing the Management's
Discussion and Analysis and the Consolidated Financial Statements for the year ended Décember 31, 2007. - '

Copics of :he above and other disclosure documents may be obtained, when available, on the Company’s \_\;rcbsite .

www.imperialmetals.com; on the SEDAR website www.sedar.com; or by contacting the Company’s investor

relations al 604.488.2657.
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SCHEDULE A
AUDIT COMMITTEE CHARTER

L Purpose

The primary objective of the Audit Committee (the “Committee”) of imperial Metals Corporation (the “Company™)
is to act as a liaison between the Board and the Company’s independent auditors (the “Auditors”™) and to assist the
Board in fulfilling its oversight responsibilities with respect to () the financial statements and other financial
information provided by the Company 10 its sharcholders, the public and others, (b) the Company’s compliance with
legal and regulatory requirements, (c) the qualification, independence and performance of the auditors and (d) the
Company's risk management and internal financial and accounting controls, and management information systems.

Although the Committee has the powers and responsibilities set forth in this Charter, the role of the Committee is
oversight. The members of the Commitice arc not full-time employees of the Company and may or may nef be
accountants or auditors by profession or experts in the fields of accounting or auditing and, in any event, do nol
serve in such capacity. Consequently, it is not the duty of the Committee to conduct audits or to determine that the
Company’s financial statements and disclosures are complete and accurate and are in accordance with generally
accepted accounting principles and applicable rules and regulations, These are the responsibilities of management
and the auditors.

The responsibilities of a member of the Committec are in addition to such member’s duties as a member of the
Board.

1. Organization

Members of the committee shall be directors and the Commitice membership shall satisfy the laws governiny the
Company and the independence, financial literacy, expertise and experience requirements under applicable
securities law, stock exchange and any other regulatory requirements applicable to the Company.

The members of the Committee and the Chair of the Committee shall be appointed by the Board on the
recommendation of the Nominating & Corporate Governance Committee. A majority of the members of the
Committce shall constitute a quorum. A majority of the members of the Committee shall be empowered 1o act on
behalf of the Commitice. Matters decided by the Committec shall be decided by majority votes. The chair of the
Committee shall have an ordinary vote.

Any member of the Committee may be removed or replaced at any time by the Board and shall ceasc to be a
member of the Committee as soon as such member ceases to be a director.

The Commitiee may form and delegate authority to subcommittees when appropriale.
HL Meetings

The Committee shall meet as frequently as circumstances require. The Committee shall meet with management, the
Company's financial and accounting officer(s) and the auditors in separate executive scssions to discuss any matters
that the Commiltee or each of these groups believe should be discussed privately.

The Chair of the Committee shall be an independent chair who is not Chair of the Board. In the absence of the
gppointed Chair of the Commitice a1 any meeting, the members shall elect a chair from those in attendance at the
mecting. The Chair, in consultation with the other members of the Committes, shail set the frequency and length of
cach meeting and the agenda of items to be addressed at cach upcoming mecting.

The Committee will appoint a Secretary who will keep minutes of all meetings. The Secretary may also be the

Chicf Financial Officer, the Company’s Corporate Secretary or another person who does not need to be a member of
the Committes. The Secretary for the Commitiee can be changed by simple notice from the Chair.
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The Chair shall ensure that the agenda for each upcoming meeting of the Committee is circulated to each member of
the Committee as well as the other direciors in advance of the meeting.

‘The Committee may invite, from time to time, such persons as it may sce fit to attend its meelings and to take part in
discussion and consideration of the affairs of the Committee. The Company’s accounting and financial officer(s)
and the aucitors shall attend any meeting when requested to do so by the Chair of the Committee,

1v. Anthority and Responsibilities

The Boarc, after consideration of the recommendation of the Commitiee, shall nominate the auditors for
appointment by the sharcholders of the Company in accordance with applicable law. The Auditors report directly to
the Audit Committee. The Auditors are ultimately accountable 1o the Commitiee and the Board as representatives of
the sharehalders. .

The Committee shall have the following rc.sponsibilitics:
{a) Auditors

1. Recommend to the Board the independent Auditors to be nominated for appointment as Auditors of the
Compsny at the Company's annual meéting and the remuneration to be paid to the Auditors for services
perfonined during the precedifig year; approve ail auditing services to be provided by the Auditors; be
responsible for the oversight of the work of the Auditors, including the resolution of disagreements between
managsment and the Auditors regarding financial reporting; and recommend to the Board and the shareholders
the tennination of the appointment of the Auditors, if and when advisable,

2. When there is to be a change of the Auditor, review all issues related 1o the change, including any notices
required under applicable securities law, stock exchange or other rcgulalory requiremenis, and the planned steps
for an orderly transition,

3. Review the Auditor’s audit plan and discyss the Audumr s scope, staffing, materiality, and general audit
approach.

4, Revievr on an annual basis the performance of the Auditors, including the lead audil partner.

§. Take r:asonable steps to confirm the independence of the Auditors, which include:

(8) Ersuring receipt from the Auditors of a formal written statement in accordance with applicable rcgulatory
reijuirements delineating all relationships between the Auditors and the Company;

(b) Considering and discussing with the Auditors any disclosed relationships or services, including audit
services, that may impact the objectivity and mdependcncc of the Auditors;

{c) Approving in advance any non-audit related services provided by the Auditor to the Company, and the fecs
for such services, with a view to ensure independence of the Auditor, and in accordance with applicable
repulatory standards, including applicable stock exchange requirements with respect to approval of non-
au 1it refated scrvices performed by the Auditors; and

(d) As necessary, taking or recommending that the Board take appropriate action to oversee the independence
of the Auditors,

6. Review and approve any disclosures required to be included in periodic reports under applicable securities Iaw,.

stock exchange and other reguiatory requirements with respect to non-audit services.

7. Confinn with the Auditors and receive written confirmation at lcasl once per year as to (i) the Audnor 5 mtcmal
procestes and quality control procedures; and (ii) disclosure of any material jssues raised by the most recent
internal quality control review.

8. Consider the tenure of the lead audit partner on the engagement in light of applicable securities law, stock
exchange or applicable regulatory requirements,

9. Revicew all reports required to be submitted by the Auduors to the Committee under applicable securities laws,
stock exchange or other regulatory requirements.

10. Receive all recommendations and explanations which the Auditors place before the Committee.
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Financial Statements and Financial Informaiion

Review and discuss with management, the financial and accounting officer(s) and the Auditors, the Company's
annual audited financial statements, including disclosures made in management’s discussion and analysis, prior
to filing or distribution of such statements and recommend to the Board, if appropriate, that the Company’s
Audited finencial statements be included in the Company's annual reports distributed and filed under applicable
laws and regulatory requircments. ’

. Review and discuss with management, the financial and accounting officer(s) and the Auditors, the Company's

interim financial statements, including managemient’s discussion and analysis, and the Auditor’s review of

interim financial statements, prior to filing'or distribution of such statements.

Be satisfied that adequate procedures are in place for the review of the Company’s disclosure of financial

information and extracted or derived from the Company's financial statements and periodically asscss the

adequacy of these proccdures.

Discuss with the Auditor the matters required to be discussed by applicable auditing standards requirements

relating 1o the conduct of the audit including: ’

a) the adoption of, or changes %o, the Company’s significant auditing and accounting principles and practices;

b) the management letter provided by the Auditor and the Company's response to that letter; and

¢) any difficulties encountered in the course of the audit work, inctuding any restrictions on the scope of
activities or access to requested information, or personncl and any significant disagreements with
management.

Discuss with management and the Auditors major issues regarding accounting principles used in the preparation

of the Company’s financial statements, including any significant changes in the Company’s sclection or

application of accounting principles. Review and discuss analyses prepared by management and/or the

Auditors sciting forth significant financial reporting issues and judgments made in conncction with the

preparation of the financial statements, including analyses of the effects of altemative approaches under

generally accepted accounting principles.

Prepare any report under applicable securitics taw, stock exchange or other regulatory requirements, including

any reports required to be included in statutory filings, including in the Company's annual proxy statement.

Ongoing Reviews and Discussions with Management and Others

. Obtain and review an snnua) report from management relating to the accounting principles used in the

preparation of the Company’s financial statements, including those policies for which management is required
to exercise discretion or judgments regarding the implementation thereof,

Periodically review scparately with each of management, the financial and- accounting officer(s) and the
Auditors; (a)any significant disagreement between management and the Auditors in connection with the
preparation of the financial statements, (b) any difficulties encountered during the course of the avdit, including
any restrictions on the scope of work or access to required information and (¢} management’s response 1o cach.
Periodically discuss with the Auditors, without management being present, (a) their judgments about the quality

and appropriateness of the Company's accounting principles and financial disclosure practices as applied in its

financial reporting and (b) the completeness and accuracy of the Company’s financial statements.

Consider and approve, if appropriate, significant changes to the Company's accounting principles and financial
disclosure practices as suggested by the Auditors or management and the resulting financial statement impact.
Review with the Auditors or management the extent to which any changes or improvements in accounting or
financial practices, as approved by the Committee, have been implemented.

Review and discuss with management, the Auditors and thc Company's independent counsel, as appropriate,
any legal, regulatory or compliance matters that could have a significant impact on the Company's financial
statements, including applicable changes in accounting standards or rules, or compliance with applicable laws
and regulations, inquiries received from regulators or government agencies and any pending material litigation.
Enquire of the Company's financial and accounting officer(s) and the Auvditors on any matters which should be
brought to the attention of the Committee concerning accounting, financial and operating practices and controls
and accounting practices of the Company.

Review the principal control risks to the business of the Company, its subsidiaries and joint ventures; and verify
that effective control systems are in place 1o manage and mitigate these risks.
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Revievr and discuss with management any material off-balance sheet ransactions, arrangements, obligations
(including contingent obligations) and other relationships of the Company with unconsolidated entities or other
persons, that may have a material current or future effect on financial condition, changes in financial condition,
results of operations, liquidity, capital resources, capital reserves or signiﬁcanl components of revenues or
expenses. Obtain explanations from management of all sugmﬁcant variances between comparative reporting
periods.

Review and discuss with managenient the Company’s major. risk cxposurcs and the steps management has taken
10 monitor, control and manage such cxposurw, including the Company's risk assessment and risk management
guidelines and policies. . .

Risk Management and Intemal Controls

Ensurc that management has designed and implemented cffective systems of risk management and -intemal
controls and, at least annually, review the effectiveness of the implementation of such systerns

Approve and recommend to the Board for adoption pollcws and procedures on risk oversight and managcmcm .

to establish an effective system for identifying, assessing, momlonng and managing risk.

In consultation with the Auditors and management, review the adequacy of the Company’s mlcmal control
structu-e and procedures designed to insurc compliance with laws and regulations, and discuss the
responzibilitics, budget and staffing nceds of the Company’s financial and accounting group. .

Establish procedures for (a) the receipt, retention and treatment of complaints received by the Company
regarding accounting, intemal accounting controls or auditing matters and (b) the confidential, anonymous
submission by employecs of the Company of concems regarding questionable accounting or auditing matiers.
Review the inteal control regorts prepared by management, including management’s assessment of the
effectiveness of the Company’s internal control structure and procedures for financial reporting.

Review the appoiniment of the chief financial officer and any key financial executives involved in the financial
reporting process and recommend to the Board any changes in such appointment,

Other Responsibilities
Create an a.g‘crida for the ensuing year,

Review and approve related-party transactions if required under applicable securities law, stock exchange or
other rigulalory requircments.

. Review and approve (a) any change or waiver in the Company's code of ethics applicable to senior financial

officers and (b) any disclosures made under applicable securities law, stock exchange or other regulatory
requirements regarding such change or waiver.

Establi th, review and approve policies for the hiring of employees or former employees of the Company’s
Auditos.. T oot

Review . and reassess the duucs and- responsibilities set out in this Charter annually and recommend to the
Nominiting and Corporate Govcm'.mce Commitiee and to the Board any changes deemed appropriate by the
Committee.

Review its own pcrformancc annually, seeking input from management and the Board.

Perforra any cther activities consistent with this Charter, the Company's constating documcnts and governing
law, as the Commiltee or the Board deems necessary or appropriate.

Reporting °

The Committee: shall.report regularty to the Board and shall submit the minutes of all meetings of the Audit
Committee to the Bodrd (which minuies shall ordinarily be included in the papers for the next.full board meeting
after the relsvont meeting of the Committee). The Committee shall also report to the Board on the proceedings and
deliberations of the: Committee at such times and in such manner as the Board may require. The Committee shall
review with the full Board any issues that have arisen with respect to quality or integrity of the Company’s financial
statements, the Company's compliance with legal or regulatory requirements, the performance or independence of
the Auditor; or the performance of the Company’s financial and accounting group.
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‘Y. Resources and Access to Information

The Committee shail have the authority to retain independent legal, accounting and other consultants to advise the
Commiltee.

The Committee has the authority (o conduct any investigation appropniate 1o fulfilling its responsibilities. The
Committee has direct access to anyone in the orgenization and may request any officer or employee of the Company
or the Company's outside counsel or the Auditors to attend a meeting of the Committee or to meet with any
members of, or consulianis to, the Committee with or without the presence of management. In the performance of
any of its duties and responsibilities, the Committee shall have access to any and all books and records of the
Company necessary for the execution of the Committece’s obligations,

The Committee shall consider the extent of funding necessary for payment of compensation to the Auditors fer the
purpose of rendering or issuing the annual audit report and recommend such compensation to the Board for
approvzl. The Audit Committee shall determine the funding necessary for payment of compensation to any
independent legal, accounting and other consultants retained to advise the Committee.

April 26, 2004
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TEICE OF INTERHATIONAL
1. 1 have reviewed the annual filings (os this term is defined in Muliilateral Instrument)i52<3109ATE FIN ANCE

Certification of Disclosure in Issuers’ Annual and Interim Filings) of Impenal Metals Corporauon
{the “issuer™) for the period ending December 31, 2007;

Form 52-109F1 - Certification of Annual Filings

I, J. Brian Kynoch, President of Imperial Metals Corporation, certify that:

2. Based on my knowledge, lhc annua) filings do not contain any unirue statement of a material fact or
omil to state a material fact. required to be stated or that is necessary .to make a statement not
misleading in light of the circumstances under which it was made, with respect to the period covered
by the annual filings;

3. Based on my knowledge, the annuz| financial statemenis together with the other financial information
'ncluded in the annual filings fairly present in all material respects the financial condition, results of
operations and cash flows of the issuer, as of the date and for the periods presented in the annual
iilings;

4, ‘[he issuer's other cenifying officers and [ are responsible for establishing and maintaining disclosurc
vontrols and procedures and internal control over financial reporting for the issuer, and we have:

{a)  designed such disclosure controls and procedures, or caused them to be designed under our
supervision, to provide reasonable assurance that material information relating to the issuer,
including its consolidated subsidiaries, is made known 1o us by others within those entitics,
particularly during the period in which the annual filings are being prepared;

(b)  designed such internal control over financial reporting, or caused it to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for extemnal purposes in accordance with the issucr's
GAAP; and

{:) cvaluated the effectiveness of the issuer’s disclosure controls and procedures as of the end of
the period covered by the annual filings and have caused the issuer to disclose in the annual
MD&A our conclusions about the effectiveness of the disclosure controls and procedures as of
the end of the period covered by the annual filings based on such evaluation; and

5. [ have caused the issuer to disclose in the annual MD&A any change in the issuer’s intemmal control
over financial reporting that occurred during the issuer’s most recent interim period that has materially

aflected, or is reasonably likely 10 materially affect, the issuer’s internal control over financial
reporting.

Date: March 31, 2008

“J. Briiwn Kynoch”

Presidemt




: RECEIVED

M8 APR 16 P 2 2

FEICE OF IMTERIIATICN

1, Andre Deepwell, Chief Financial Officer of Imperial Metals Corporation, certify that: CORPORATE Fovp; ¢

Form 52-109F1 - Certification of Apnual Filings

1. | have reviewed the annual filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of Imperial Metals Corporation
(the “issuer™) for the period ending December 31, 2007;

2. Bascd on my knowledge, the annual filings do not contain any uniruc statement of a material fact or
omit 10 state a materia) faci required to be stated or thai is necessary lo make a statement nol
misleading in light of the circumstances under which it was made, with respect to the period covered
by the annual filings;

3. Based on my knowledge, the annuat financial statements together with the other financial information
ircluded in the annual fitings fairly present in all material respects the financial condition, results of
operations and cash flows of the issuer, as of the datc and for the periods presented in the annual
filings;

4. The issuer’s other certifying officers and [ are responsible for establishing and maintaining disclosure
controls and procedures and internal control over financial reporting for the issuer, and we have:

(%)  designed such disclosure controls and procedures, or caused them to be designed under our
supervision, to provide reasonable assurance that material information relating to the issuer,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which the annual filings are being prepared;

()  designed such intemal contro! over financial reporting, or caused it to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with the issuer’s
GAAP; and

(:}  evaluated the effectiveness of the issuer’s disclosure controls and procedures as of the end of
the period covered by the annual filings and have caused the issuer 10 disclose in the annual
MD&A our conclusions about the effectiveness of the disclosure controls and procedures as of
the end of the period covered by the annual filings based on such evaluation; and

5. 1 have caused the issuer to disclose in the annual MD&A any change in the issuer’s internal control

over financial reporting that occurred during the issuer's most recent interim period that has materially
affected, or is rcasonably likely to matenially affect, the issuer's intemal control over financial

rizporting.
Date: March 31, 2008

“And-e Deepwell”

Chief Financial Officer




Form 52-109F1 - Certification of Annual Filings
1, ). B-ian Kynoch, President of Imperial Metals Corporation, certify that:

1. 1 have reviewed the annual filings {as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Inierim Filings} of Imperial Metals Comporation
(the “issucr”) for the period ending Decemnber 31, 2007,

2. Based on my knowledge, the annua! filings do not contain any untrue statement of a material fact or
omit to state a material fact required to be stated or thai is necessary to make a statement nol
misleading in light of the circumstances under which it was made, with respect to the period covered
b the annual filings;

3. Bascd on my knowledge, the annual financial statements together with the other financial information
included in the annual filings fairly present in al! material respects the financial condition, results of
operations and cash flows of the issuer, as of the date and for the periods presented in the annual
filings;

4. Taeissuer's other certifying officers and I are responsible for establishing and maintaining disclosure
cumirols and procedures and internal control over financial reporting for the issuer, and we have:

()  designed such disclosure controls and procedures, or caused them to be designed under our
supervision, 1o provide reasonable assurance that material information relating to the issuer,
including its consolidated subsidiarics, is made known to us by others within those entitics,
particularly during the period in which the annual filings are being prepared,

()  designed such internal control over financia! reporting, or caused il to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with the issuer's
GAAP; and

{¢) cvaluated the effectiveness of the issuer’s disclosure controls and procedures as of the end of
the period covered by the annual fitings and have caused the issuer to disclose in the annual
MD&A our conclusions about the effectiveness of the disclosure controls and procedures as of
the end of the period covered by the annual filings based on such evaluation; and

S. 1 have caused the issuer to disclose in the annual MD&A any change in the isseer's internai control

over financial reporting that occurred during the issuer’s most recent interim period that has maicrially
affected, or is reasonably likely to matcrially affect, the issuer’s intemal control over financial

reporting.
Date: March 31, 2008

“J. Brian Kynoch”

President
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Form 52-109F1 - Centification of Anoual Filings
I, Andre Decpwell, Chicf Financial Officer of Imperial Metals Corporation, certify that:

1. | have reviewed the annual filings (as this term is defined in Multilateral Instrument 52-109
Centification of Disclosure in Issuers’ Annual and Interim Filings) of Imperig) Metals Corporation
(tie “issuer™) for the period ending December 31, 2007,

2. Based on my knowledge, the annual filings do not contain any untruc statement of a material fact or
otnit to statc a material fact required 1o be stated or that is necessary 1o make a statement not
misleading in light of the circumstances under which it was made, with respect to the period covered
by the annual filings;

3. Buased on my knowledge, the annual financial statements together with the other financial information
included in the annual filings fairly present in all material respects the financial condition, results of
operations and cash flows of the issuer, as of the date and for the periods presented in the annual
filings;

4. The issuer's other certifying officers and | are responsible for establishing and maintaining disclosure
ce ntrols and procedures and internal control over financial reporting for the issuer, and we have:

(8)  designed such disclosure controls and procedures, or caused them to be designed under our
supervision, to provide reasonable assurance that material information relating to the issuer,
including its consolidated subsidiaries, is made known 1o us by others within those entilics,
particularly during the period in which the annual filings are being prepared;

{(b)  designed such internal control over financial reporting, or caused it to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with the issuer’s
GAAP; and

{c)  evaluated the effectiveness of the issuer’s disclosure controls and procedures as of the end of
the period covered by the annual filings and have caused the issucr to disclose in the annual
MD&A our conclusions about the effectiveness of the disclosure controls and procedures as of
the end of the period covered by the annual filings based on such evaluation; and

5. 1 have caused the issuer to disclose in the annual MD&A any change in the issuer’s internal control
over financial reporting that occurred during the issuer’s most recent interim period that has materially

afiected, or is reasonably likely to materially affect, the issuer's internal control over financial
reporting.

Date: March 31, 2008

“Andre: Decpwell”

Chicf Financial Officer




